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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec.  Budget 

Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

21.00 

00 

.00 

21.00 

00 

.00 

21.00 

21.00 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

789,933 

374,041 

0 

7,134,474 

773,000 

7,799 

56,583 

0 

854,873 

155,600 

0 

110,000 

0 

4,814,618 

0 

797,732 

540,624 

0 

12,803,965 

928,600 

5,375 

58,676 

0 

854,873 

155,600 

0 

110,000 

0 

2,300,000 

0 

795,308 

542,717 

0 

10,289,347 

928,600 

1,593,040 

1,083,341 

0 

23,093,312 

1,857,200 

Total  Costs 

$9,071,448 

$1,074,855 

$4,924,618 

$15,070,921 

$1,074,524 

$2,410,000 

$12,555,972 

$27,626,893 

General  Fund 
Federal  Special 

2,143,913 
6,927,535 

370,955 
703,900 

10,000 
4,914,618 

2,524,868 
12,546,053 

370,590 
703,934 

10,000 
2,400,000 

2,524,503 
10,031,469 

5,049,371 
22,577,522 

Total  Funds 

$9,071,448 

$1,074,855 

$4,924,618 

$15,070,921 

$1,074,524 

$2,410,000 

$12,555,972 

$27,626,893 

Agency  Description 

The  Montana  Board  of  Crime  Control  (MBCC)  Division  was  established  to  promote  public  safety  by  strengthening  the 
coordination  and  performance  of  the  criminal  and  juvenile  justice  system.  The  Crime  Control  Division  operates  under  the 
general  supervision  of  the  Montana  Board  of  Crime  Control.  The  Crime  Control  Division  provides  financial  support, 
technical  assistance,  and  supportive  services  to  state  and  local  criminal  justice  agencies.  The  Board  of  Crime  Control  is 
responsible  for  the  awarding  and  administration  of  the  following  federal  and  state  grant  programs:  1)  the  Juvenile  Justice 
and  Delinquency  Prevention  Act;  2)  the  Victim/Witness  Assistance  Act;  3)  the  Violence  Against  Women  Prevention  Act; 
4)  the  Safe  and  Drug-Free  Schools  and  Communities  Act;  5)  the  State  and  Local  Law  Enforcement  Assistance  Act;  6)  the 
Drug  Enforcement  and  System  Improvement  Act;  7)  the  National  Criminal  History  Improvement  Program;  8)  the  State- 
Wide  Regional  Juvenile  Detention  program;  and  9)  the  State\Federal  Crime  Victims'  Compensation  program.  The 
division  is  established  in  law  by  Section  2-15-2006,  MCA. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 
Fiscal  2000 

Law 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Biennium 
Fiscal  98-99 

Exec  Budget 
Fiscal  00-01 

FTE 

2100 

.00 

21.00 

21.00 

.00 

21.00 

.00 

21.00 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

797,732 

430,624 

0 

7,989,347 

928,600 

0 

110,000 

0 

4,814,618 

0 

797,732 

540,624 

0 

12,803,965 

928,600 

795,308 

432,717 

0 

7,989,347 

928,600 

0 

110,000 

0 

2,300,000 

0 

795,308 

542,717 

0 

10,289,347 

928,600 

1,561,495 

773,318 

0 

15,816,318 

1,479,000 

1,593,040 

1,083,341 

0 

23,093,312 

1,857,200 

Total  Costs 

$10,146,303 

$4,924,618 

$15,070,921 

$10,145,972 

$2,410,000 

$12,555,972 

$19,630,131 

$27,626,893 

General  Fund 
Federal  Special 

2,514,868 
7,631,435 

10,000 
4,914,618 

2,524,868 
12,546,053 

2,514,503 
7,631,469 

10,000 
2,400,000 

2,524,503 
10,031,469 

4,284,867 
15,345,264 

5,049,371 
22,577,522 

Total  Funds 

$10,146,303 

$4,924,618 

$15,070,921 

$10,145,972 

$2,410,000 

$12,555,972 

$19,630,131 

$27,626,893 

Funding 

General  fund  is  used  to  support:  1)  the  crime  victims'  compensation  benefits  and  administration;  2)  administration  of  the 
Youth  Detention  Services  Grant  program;  3)  state  matching  funds  for  administration  of  the  federal  Victim  Assistance 
Grant  program;  4)  operation  of  the  Peace  Officer  Standards  and  Training  program;  5)  the  Montana  Uniform  Crime 
Reporting  System;  6)  general  agency  administration;  7)  technical  assistance  to  local  law  enforcement;  and  8)  state  match 
funds  for  the  juvenile  justice  and  drug  enforcement  federal  grant  programs. 

Federal  funds  are  primarily  pass-through  grant  programs.  However,  federal  funding  is  also  used  for  administration  of  the 
Juvenile  Justice  and  Drug  Enforcement  Block  Grant  programs. 
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Table  1  shows  pass  through  grants  and  benefits  in  fiscal  1998  and  to  2001  biennium. 


Table  1 

Pass  Through  Grants  &  Benefits 

Fiscal  98 

Fiscal  00 

Fiscal  01 

Actual 

Requested 

Requested 

General  Fund 

Juvenile  Detention  Centers 

$834,942 

$1,134,942 

$1,134,942 

Crime  Victims  Conpensation 

556,000 

611,600 

611,600 

Subtotal  -  General  Fund 

$1,390,942 

$1,746,542 

$1,746,542 

Federal  Fund 

Drug  Free  Schools 

$498,463 

$498,463 

$498,463 

Juvenile  Challenge  Grant 

$87,500 

87,500 

$87,500 

Victim  Assistance 

1,037,626 

1,656,404 

1,299,999 

Juvenile  Delinquency  Prev 

100,000 

100,000 

100,000 

Criminal  Records 

414,940 

414,940 

414,940 

Violence  Against  Women 

808,471 

808,471 

808,471 

Drug  Enforcemnent 

2,519,494 

2,519,494 

2,519,494 

Victim  Conpensation 

217,000 

317,000 

317,000 

Juvenile  Justice 

499,050 

599,050 

599,050 

Substance  Abuse  Treatment 

147,644 

340,144 

340,144 

Law  Enforcement  Assistance 

186,344 

186,344 

186,344 

Juvenile  Accountability  Incentive 

3,360,400 

1,710,000 

State  Identification  System 

384,710 

190,000 

National  Sex  Offender  Registry 

663,103 

350,000 

Law  Enf  Technical  Asst 

50,000 

50,000 

Subtotal  -  Federal 

$6,516,532 

$11,986,023 

$9,471,405 

Total  Grants  &  Benefits 

$7,907,474 

$13,732,565 

$11,217,947 
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Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

7,799 

1,467 

15,116 

5,375 

1,428 

17,248 

Total  Statewide  Adjustments 

$24,382 

$24,051 

Present  Law  Adjustments 

mi 

1119 
1122 
1137 
1138 
1139 
1141 

Adjust  Objects  of  Expenditure 
Statistical  Analysis  Center  Grant 
Regional  Juvenile  Detention 
Residential  Substance  Abuse  Treatme 
Juvenile  Justice  Block  Grant 
Crime  Victim  Assistance 
Crime  Victims  Compensation 

.00 

.00 
00 
.00 
00 
00 
.00 

0 

0 

300,000 

2,500 

0 

0 

55,600 

0 
10,000 
300,000 
202,500 
100,000 
282,373 
155,600 

.00 
.00 
00 
.00 
.00 
.00 
.00 

0 

0 

300,000 

2,500 

0 

0 

55,600 

0 
10,000 
300,000 
202,500 
100,000 
282,373 
155,600 

Total  PL  Adjustments 

.00 

$358,100 

$1,050,473 

.00 

$358,100 

$1,050,473 

Present  Law  Adjustments  Total 

$1,074,855 

$1,074,524 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  1 1 1 1  -  Adjust  Objects  of  Expenditure  -  This  is  an  accounting  adjustment  with  no  fiscal  impact. 

DP  1119  -  Statistical  Analysis  Center  Grant  -  This  present  law  adjustment  will  increase  the  base  expenditure  for  the 
federal  Statistical  Analysis  (SAC)  Grant  by  an  additional  $10,000  for  additional  data  collection  and  analysis  and  staff 
participation  in  national  associations.  Included  in  the  fiscal  1998  base  is  $50,000  expended  from  the  SAC  grant.  This 
adjustment  increases  the  annual  appropriation  to  $60,000. 

DP  1 122  -  Regional  Juvenile  Detention  -  The  Montana  Board  of  Crime  Control  is  requesting  that  general  fund  support  to 
assist  local  governments  with  juvenile  detention  costs  be  increased  by  $300,000  each  year  of  the  2001  biennium. 


The  executive,  in  justifying  this  request,  states  that  changes  in  the  Youth  Court  Act  enacted  by  the  1997  legislature  may 
have  significant  bearing  on  the  capacity  of  current  facilities,  and  lists  the  following  changes  to  the  Youth  Court  Act:  1) 
expanding  the  length  of  time  a  short-term  facility  may  hold  a  youth  from  96  hours  to  10  days;  and  2)  allowing  youth  to  be 
placed  in  detention  facilities  for  up  to  10  days  in  a  post-adjudicatory  status.  While  the  post-adjudicatory  detention  of  a 
youth  is  not  a  reimbursable  cost  through  the  Montana  Board  of  Crime  Control,  the  potential  expansion  in  numbers  of  beds 
may  affect  the  cost  of  operation  and,  consequently,  the  reimbursement  rate  charged  for  pre-adjudicatory  holds. 
Additionally  youth  may  be  held  up  to  3  days  by  agreement  of  the  youth,  parent  and  probation  officer  via  a  consent 
adjustment.  The  Department  of  Corrections  is  proposing  rule  changes  for  juvenile  detention  facilities:  1)  to  include  a 
requirement  for  all  long-term  facilities  to  provide  medical  screenings  upon  intake  to  facilities  and  full  medical  exams  for 
youth  held  over  ten  days;  and  2)  to  provide  a  full  range  of  programs  including  education  for  youth.  Proposed  licensing 
criteria  include  an  education  program  taught  by  a  certified  teacher.  For  liability  reasons,  the  Department  of  Corrections 
recommends  direct  supervision  while  youth  are  out  of  the  cell  area  for  exercise. 

LFD  Issue  -  The  MBCC  is  requesting  that  the  appropriation  for  youth  detention  centers  be  increased  by  36  percent 
($300,000)  from  a  base  of  $834,942  in  fiscal  1998  each  year  of  the  2001  biennium.  (It  should  be  noted  the  budget 
for  youth  detention  grants  has  not  increased  since  fiscal  1996).  The  executive  in  defending  this  increase  provides  a 
listing  of  changes  to  Section  41,  Part  18,  MCA  (Custodial  Care)  enacted  by  the  1997  legislature,  which  they  state 
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may  impact  the  costs  of  youth  detention  in  coming  biennia.  However,  the  Executive  Budget  does  not  document 
with  hard  data  how  the  requested  $300,000  per  year  increase  was  obtained.  The  legislature  may  wish  to  request 
that  MBCC  provide  the  information  necessary  to  justify  this  request.    Such  data  should  include: 

1)  the  historical  growth  for  youth  detention  over  the  last  5  years,  both  in  total  costs,  and  in  number  of  youth 
incarcerated  and  bed  days; 

2)  the  number  of  youth  they  are  projecting  to  be  detained  in  each  year  of  the  2001  biennium; 

3)  the  average  length  of  stay;  and 

4)  the  total  budget  projections  and  the  state's  budget  obligation. 

DP  1 137  -  Residential  Substance  Abuse  Treatme  -  The  MBCC  is  requesting  additional  federal  appropriation  authority  of 
$290,000  per  year  and  general  fund  of  $2,500  per  year  for  the  Residential  Substance  Abuse  grant.  These  funds  are 
intended  to  assist  the  state  in  providing  substance  abuse  treatment  programs  to  inmates  in  the  custody  of  the  state.  The 
agency  expended  $147,644  from  this  grant  in  fiscal  1998.  The  grant  requires  a  25  percent  general  fund  match  for  the 
administration  and  program  funds.  The  $2,500  general  fund  represents  the  state's  match  for  administration.  Matching 
funds  for  the  grants  will  be  the  responsibility  of  the  grant  recipients. 

DP  1 138  -  Juvenile  Justice  Block  Grant  -  MBCC  is  requesting  an  additional  $100,000  of  federal  authority  each  year  for 
the  Juvenile  Justice  Block  Grant  to  provide  financial  assistance  for  community-based  alternatives  to  juvenile 
incarceration.  Grants  are  awarded  to  local  programs  to  create  or  expand  the  following  types  of  programs:  probation, 
mediation,  restitution,  community  service,  treatment,  home  detention,  intensive  supervision,  and  electronic  monitoring. 
These  services  are  intended  to  result  in  the  development  and  adoption  of  objective  criteria  for  the  appropriate  placement 
of  juveniles  in  detention  and  secure  confinement.  The  agency  expended  $499,050  from  the  Juvenile  Justice  Block  grant 
in  fiscal  1998. 

DP  1 139  -  Crime  Victim  Assistance  -  Funding  for  the  Crime  Victim  Assistance  Grants  have  increased  over  fiscal  1998. 
The  Crime  Control  Division  expended  $  1,037,626  in  fiscal  1998  and  is  projecting  this  to  increase  by  $282,373  for  each 
year  of  the  2001  biennium.  Of  this  amount,  the  division  will  use  $20,000  for  administration,  and  the  balance  would  be 
awarded  statewide  to  local  government  and  private  nonprofit  agencies  to  fund  programs  that  provide  non-medical  services 
to  victims  of  crime. 

DP  1141  -  Crime  Victims  Compensation  -  Crime  victim  compensation  provides  a  method  of  compensating  and  assisting 
those  persons  who  are  victims  of  criminal  acts  and  who  suffer  bodily  injury  or  death.  The  general  fund  base  budget  for 
crime  victim's  compensation  for  fiscal  1998  is  $556,000.  The  agency  is  requesting  to  increase  this  amount  by  $55,600 
each  year  of  the  2001  biennium.  Federal  crime  victim  compensation  funds  expended  in  fiscal  1998  were  $217,000.  The 
agency  is  requesting  an  additional  $100,000  federal  authority,  based  upon  its  estimate  that  federal  funds  will  increase  by 
that  amount  each  year  of  the  2001  biennium. 


New  Proposals 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Description 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

2133 

2134 
2135 
2136 

Juvenile  Accountability  Incentive  B 
State  Identification  System  Grant 
National  Sex  Offenders  Registry 
Law  Enforcement  Technical  Assistanc 

00 
.00 
.00 
00 

10,000 
0 
0 
0 

1,810,000 

200,000 

350,000 

50,000 

.00 
.00 
.00 
.00 

10,000 
0 
0 
0 

1,810,000 

200,000 

350,000 

50,000 

2137 

Victim  Assistance  BA 

00 

0 

356,405 

.00 

0 

0 

2138 

Juvenile  Accountability  BA 

00 

0 

1,650,400 

.00 

0 

0 

2139 
2140 

State  Identification  Sys  Imprvmt  BA 
National  Sex  Offenders  Registry  BA 

.00 

.00 

0 
0 

194,710 
313,103 

.00 
.00 

0 
0 

0 
0 

Total  New  Proposals 

00 

$10,000 

$4,924,618 

.00 

$10,000 

$2,410,000 

New  Proposals 

DP  2133  -  Juvenile  Accountability  Incentive  B  -  The  agency  is  requesting  federal  authority  of  $1,810,000  per  fiscal  year 
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and  a  matching  general  fund  appropriation  of  $10,000  for  the  Juvenile  Accountability  Incentive  grant.  The  federal  funds 
are  awarded  to  local  governments  to  assist  with  fighting  juvenile  crime  through  local  initiatives  designed  to  fund  activities 
such  as  drug  testing,  increased  prosecution,  identification  and  prosecution  of  serious  and  habitual  offenders,  increases  in 
technology  within  jurisdictions  which  allow  for  enhanced  communication  and  tracking  of  juvenile  offenders.  The  MBC 
anticipates  grants  to  fund  one-year  projects  and  to  provide  technical  assistance  and  monitoring  on  an  ongoing  basis,  as 
required  by  the  federal  authority.  The  agency  is  requesting  that  $100,000  be  appropriated  for  administrative  expenses, 
with  $10,000  general  fund  requested  as  a  10  percent  administrative  match. 

DP  2134  -  State  Identification  System  Grant  -  The  agency  is  requesting  federal  authority  of  $384,710  in  fiscal  2000  and 
$190,000  in  fiscal  2001  for  a  federal  funds  intended  to  supplement  existing  federal  dollars  to  update  automated  state 
identification  systems  and  criminal  history  record  information  systems. 

DP  2135  -  National  Sex  Offenders  Registry  -  The  agency  is  requesting  federal  authority  of  $350,000  each  fiscal  year  for 
the  National  Sex  Offender  Registry  grant.  This  grant  is  intended  to  support  the  establishment  of  a  national  registry  of  sex 
offenders.  The  majority  of  funds  will  be  utilized  at  the  state  level  to  support  development  of  the  state  registry  and 
interfaces  to  the  national  system. 

DP  2136  -  Law  Enforcement  Technical  Assistance  -  This  federal  grant  of  $50,000  each  year  is  intended  to  provide 
increased  access  to  law  enforcement  training  activities  conducted  by  the  Montana  Law  Enforcement  Academy.  The 
targeted  recipients  for  the  funds  are  small  and  rural  agencies  whose  employees  may  experience  limited  opportunity  for 
ongoing  education  related  to  their  employment  because  of  budget  limitations.  Training  is  intended  for  law  enforcement 
professionals,  juvenile  and  adult  parole  and  probation  officers,  detention  officers,  and  91 1/dispatch  workers. 

In  the  following  four  adjustments,  the  executive  is  requesting  to  spend  funds  added  by  budget  amendment  in  fiscal  1999 
and  not  fully  expended  in  that  year. 

DP  2137  -  Victim  Assistance  BA  -  Victim  Assistance  BA  -  $356,405 
For  an  explanation  of  this  grant,  see  present  law  adjustment  number  1 139. 

DP  2138  -  Juvenile  Accountability  BA  -  Juvenile  Accountability  BA  -  $1,650,400 
For  an  explanation  of  this  grant,  see  new  proposal  number  2133. 

DP  2139  -  State  Identification  System  Improvement  BA  -  State  identification  System  Improvement  BA  -  $194,710. 
For  an  explanation  of  this  grant,  see  new  proposal  number  2134. 

DP  2140  -  National  Sex  Offenders  Registry  BA  -  National  Sex  Offenders  Registry  BA  -  $313,103 
For  an  explanation  of  this  grant,  see  new  proposal  number  2135. 
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SUMMARY 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

TotaJ 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

684.70 

.20 

19.50 

704.40 

.20 

19.50 

704.40 

704.40 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Debt  Service 

25,649,929 

11,387,205 

1,672,621 

0 

272,004 

973,873 

1,733,068 

153,255 

0 

7,398 

770,432 

1,202,209 

39,000 

0 

0 

27,394,234 

14,322,482 

1,864,876 

0 

279,402 

894,202 

1,610,593 

286,356 

0 
7,398 

765,071 

1,004,382 

0 

0 

0 

27,309,202 

14,002,180 

1,958,977 

0 

279,402 

54,703,436 

28,324,662 

3,823,853 

0 

558,804 

Total  Costs 

$38,981,759 

$2,867,594 

$2,011,641 

$43,860,994 

$2,798,549 

$1,769,453 

$43,549,761 

$87,410,755 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

18,131,783 

18,884,769 

1,954,704 

10,503 

1,444,134 

1,188,175 

213,760 

21,525 

1,919,483 

(841,700) 

933,858 

0 

21,495,400 

19,231,244 

3,102,322 

32,028 

1,298,181 

1,252,664 

227,277 

20,427 

1,991,651 

(985,526) 

763,328 

0 

21,421,615 

19,151,907 

2,945,309 

30,930 

42,917,015 

38,383,151 

6,047,631 

62,958 

Total  Funds 

$38,981,759 

$2,867,594 

$2,011,641 

$43,860,994 

$2,798,549 

$1,769,453 

$43,549,761 

$87,410,755 

Agency  Description 

The  Department  of  Justice,  under  the  direction  of  the  Attorney  General,  is  responsible  for  statewide  legal  services  and 
counsel,  law  enforcement,  and  public  safety,  as  authorized  in  2-15-501,  MCA.  The  duties  of  the  department  include:  1) 
providing  legal  representation  for  the  state  and  its  political  subdivisions  in  criminal  appeals;  2)  providing  legal  services 
and  counsel  for  the  state,  county,  and  municipal  agencies  and  their  officials;  3)  enforcing  Montana  traffic  laws  and 
registering  all  motor  vehicles;  4)  enforcing  state  fire  safety  codes  and  regulations;  5)  assisting  local  law  enforcement 
agencies  in  bringing  offenders  to  justice;  6)  managing  a  statewide  system  of  death  investigations  and  providing  scientific 
analyses  of  specimens  submitted  by  law  enforcement  officials,  coroners,  and  state  agencies;  and  7)  providing  for  the 
uniform  regulation  of  all  gambling  activities  in  the  state  of  Montana. 

Supplemental  Appropriation  Description 

The  Department  of  Justice  receives  a  biennial  appropriation  from  the  legislature  for  major  litigation  cases  handled  on 
behalf  of  the  state.  The  department  received  $500,000  in  the  1999  biennium.  The  executive  has  included  a  general  fund 
supplemental  appropriation  of  $75,737  to  enhance  this  appropriation  for  the  remainder  of  fiscal  1999.  The  balance  of  the 
appropriation  at  the  end  of  November  1998  was  $85,672.  Major  cases  represented  by  the  Department  of  Justice  during 
the  1999  biennium  include:  Crow  coal,  water  rights,  abortion  rights,  voting  rights,  and  constitutional  issues  regarding  the 
Board  of  Land  Commissioners  and  the  university  system. 

Agency  Discussion 

Budget  Overview 

The  2001  biennium  budget  of  the  Department  of  Justice  increases  over  the  fiscal  1998  base  by  $4.9  million  in  fiscal  2000 
and  $4.6  million  in  fiscal  2001.  Significant  general  fund  increases  include:  1)  5.0  FTE  attorney  positions  and  2.5  FTE 
support  positions  for  legal  support  to  county  attorneys  in  handling  of  child  protection  cases,  general  fund  of  $257,267  in 
fiscal  2000  and  $240,822  in  fiscal  2001;  2)  7.0  FTE  for  support  staff  for  the  criminal  justice  data  systems,  $321,514  in 
fiscal  2000  and  $304,491  in  fiscal  2001;  3)  $1,042,073  in  fiscal  2000  and  $1,083,606  in  fiscal  2001  to  switch  funding 
from  the  Highway  Special  Revenue  Fund  to  general  fund  per  recommendation  of  a  legislative  interim  committee  on 
highway  funding  (see  following  discussion  of  HB  610);  and  present  law  adjustments  of  $2,867,594  in  fiscal  2000  and 
$1,769,453  in  fiscal  2001.  State  special  funds  increase  by  $436,000  in  fiscal  2000  and  $266,000  in  fiscal  2001,  however 
the  increases  include  the  above  mentioned  funding  reductions  of  the  highway  special  revenue  funds.  Federal  funds  are 
increased  by  $1.15  million  in  fiscal  2000  and  $1.0  million  in  fiscal  2001,  primarily  for  legislative  contract  authority. 
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Fund  Changes  (HB  610) 

The  1997  legislature  enacted  HB  610  to  provide  a  comprehensive  review  of  the  highways  state  special  revenue  account 
(HSRA)  and  the  transportation  infrastructure  needs  of  the  state.  The  impetus  for  performing  the  review  was  a  structural 
imbalance  in  the  HSRA  and  the  potential  impacts  it  may  have  on  Montana's  transportation  infrastructure.  The  structural 
imbalance  was  apparent  by  a  declining  working  cash  balance,  which  is  forecast  to  go  negative  at  the  beginning  of  the 
2001  biennium. 

A  Transportation  Funding  Study  Committee  was  established  by  the  1997  legislature.    In  its  final  report,  the  committee 
recommended  that  the  legislature,  when  establishing  the  state  budget  for  the  2001   biennium,  attempt  to  reduce 
appropriations  for  all  agencies  that  use  fuel  tax  funds  by  up  to  $3.0  million  above  the  impacts  of  other  committee 
recommendations.  The  committee  further  recommended  that  the  legislature  attempt  to  distribute  the  reductions  based  on 
the  current  proportional  uses  of  the  fuel  tax  funds  by  each  agency. 


Table  1 

Department  of  Justice 

Activities 

Not  Directly  Related  to  High 

way 

s 

afety 

Enfo 

rcement 

Division 

Activity 

Fiscal  1998 

App 

ropriations 

Highway  Patrol 

Communications  Centers 

$1,227,096 

Highway  Patrol 

Radio  Technicians 

65,748 

Highway  Patrol 

MCSAP  Basic  Grant 

121,146 

Highway  Patrol 

Public  Radio 

24,375 

Highway  Patrol 

Headquarters  (civilian  personal  services) 

315,424 

Highway  Patrol 

Headquarters  (51%  of  records) 

50,535 

Highway  Patrol 

Prisoner  Per  Diem 

960,000 

Legal  Services 

Part  of  lawyer  associated  with  MHP 

14,599 

Motor  Vehicles 

Motor  vehicle  and  driver's  licenses 

403,053 

Central  Services    Audit  and  operating  support 

254,494 

Total 

DOJ  activities  not  directly  enforcing  highwa 

y  safety 

$3,436,470 

The  Montana  Constitution  specifically  allows  activities  that  relate  to  the  enforcement  of  highway  safety  to  be  funded  from 
gross  vehicle  weight  (GVW)  fees  and  vehicle  fuel  taxes.  Current  funding  in  the  Department  of  Justice  (DOJ)  from  the 
HSRA  includes  activities  that  are  both  directly  related  and  not  directly  related  to  enforcement  of  highway  safety.  The 
committee  recommends  that  the  executive  and  the  Fifty-sixth  Legislature  shift  the  funding  from  the  HSRA  to  the  state 
general  fund  or  an  alternative  source  of  funding  for  the  DOJ  activities  listed  in  Table  1,  which  are  not  directly  related  to 
enforcement  of  highway  safety. 

The  executive  has  proposed,  as  a  result  of  the  committee  recommendations,  that  the  funding  for  prisoner  per  diem  paid  to 
counties  for  inmates  placed  into  county  jails  by  the  Montana  Highway  Patrol,  presently  funded  from  the  HSRA  be 
switched  to  general  fund.  The  1998  budget  for  inmate  per  diem  was  $960,000.  The  recommendation  results  in  general 
fund  increases  of  $1,042,073  in  fiscal  2000  and  $1,083,606  in  fiscal  2001. 
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Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 

Fiscal  2000 

Proposals 
Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Law 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Biennium 
Fiscal  98-99 

Exec.  Budget 
Fiscal  00-01 

FTE 

684  90 

19.50 

704.40 

684  90 

19.50 

704.40 

00 

704.40 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Debt  Service 

26,623,802 

13,120,273 

1,825,876 

0 

279,402 

770,432 

1,202,209 

39,000 

0 

0 

27,394,234 

14,322,482 

1,864,876 

0 

279,402 

26,544,131 

12,997,798 

1,958,977 

0 

279,402 

765,071 

1,004,382 

0 

0 

0 

27,309,202 

14,002,180 

1,958,977 

0 

279,402 

52,996,073 

23,011,094 

3,909,903 

0 

425,163 

54,703,436 

28,324,662 

3,823,853 

0 

558,804 

Total  Costs 

$41,849,353 

$2,011,641 

$43,860,994 

$41,780,308 

$1,769,453 

$43,549,761 

$80,342,233 

$87,410,755 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

19,575,917 

20,072,944 

2,168,464 

32,028 

1,919,483 

(841,700) 

933,858 

0 

21,495,400 

19,231,244 

3,102,322 

32,028 

19,429,964 

20,137,433 

2,181,981 

30,930 

1,991,651 

(985,526) 

763,328 

0 

21,421,615 

19,151,907 

2,945,309 

30,930 

36,245,941 

39,934,665 

4,010,968 

150,659 

42,917,015 

38,383,151 

6,047,631 

62,958 

Total  Funds 

$41,849,353 

$2,011,641 

$43,860,994 

$41,780,308 

$1,769,453 

$43,549,761 

$80,342,233 

$87,410,755 

New  Proposals 

The  table  below  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion  of  each  new 

proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Description 

Program 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

Prosecutors  to  Assist  County  Attom 

01 

7.50 

257,287 

345,715 

7.50 

240,822 

323,741 

Full  Funding  for  Post  Conviction  Re 

01 

1.50 

69,003 

69,003 

1.50 

63,615 

63,615 

Funding  Switch 

01 

.00 

100,000 

0 

.00 

200,000 

0 

Legislative  Contract  Authority 

13 

00 

0 

150,000 

.00 

0 

150,000 

Replace  COPS  Funding 

13 

00 

0 

0 

.00 

0 

0 

Restore  Funding  for  Four  Officers 

13 

.00 

0 

23,748 

.00 

0 

23,748 

Funding  Switch 

13 

00 

1,042,073 

0 

.00 

1,083,606 

0 

Legislative  Contract  Authority 

18 

.00 

0 

125,000 

.00 

0 

125,000 

Substance  Abuse  Prevention  Educatio 

22 

.00 

18,000 

18,000 

.00 

0 

0 

Insurance  &  Loss  Prevention  Mainten 

22 

.00 

12,500 

12,500 

.00 

0 

0 

Maintenance/Improvement  at  MLEA 

22 

00 

12,500 

12,500 

.00 

12,500 

12,500 

Legislative  Contract  Authority 

22 

.00 

0 

150,000 

.00 

0 

150,000 

Increase  Basic  Training  to  12  Weeks 

22 

.00 

18,000 

18,000 

.00 

18,000 

18,000 

Criminal  Justice  Initiatives 

29 

7.00 

321,514 

534,607 

7.00 

304,491 

352,809 

Legislative  Contract  Authority 

29 

.00 

0 

300,000 

.00 

0 

300,000 

Systems  Development  Programming  Sup 

29 

2.00 

84,530 

84,530 

2.00 

84,626 

84,626 

Transfer  0.50  FTE 

30 

(.50) 

(15,924) 

(15,924) 

(.50) 

(16,009) 

(16,009) 

Toxicology  Lab  Technician 

32 

1.00 

0 

30,738 

1.00 

0 

28,550 

Chemist  Position  for  Drug  Analysis 

32 

1.00 

0 

53,224 

1.00 

0 

52,873 

Legislative  Contract  Authority 

32 

.00 

0 

100,000 

.00 

0 

100,000 

Total  New  Proposals 

19.50 

$1,919,483 

$2,011,641 

19.50 

$1,991,651 

$1,769,453 

Language  Recommendations 

"The  department  is  authorized  to  transfer  the  retirement  contributions  provided  in  19-6-404,  MCA,  and  61-5-121(l)(a), 
MCA,  in  fiscal  2000  and  fiscal  2001  from  the  highway  patrol  retirement  clearing  account  in  the  state  special  revenue  fund 
to  the  Montana  highway  patrol  officers'  retirement  pension  fund.  An  appropriation  must  be  established  each  year  in  the 
amount  required  to  be  transferred  up  to  the  amount  of  $750,000. 

The  legislature  recognizes  that  the  costs  associated  with  litigation  in  which  the  legal  services  division  is  required  to 
provide  representation  to  the  State  of  Montana  may  exceed  the  appropriation  provided.  In  that  event,  the  department  will 
need  to  request  a  supplemental  appropriation  from  the  2001  legislature  to  adequately  represent  the  State." 
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Agency  Issues 

The  department  is  requesting  Legislative  Contract  Authority  (LCA)  in  several  divisions  totaling  $825,000  per  fiscal  year. 
LCA  is  a  device  that  allows  the  executive  to  add  spending  authority  without  a  budget  amendment,  for  funds  received  from 
federal  sources  during  the  year.  This  authority  is  used  for  funds  that  could  not  have  been  foreseen  in  time  for  inclusion  in 
the  budget. 

In  fiscal  1998,  the  Legislative  Finance  Committee  discussed  the  issue  of  administrative  appropriations  (which  are  not 
technically  appropriations).  An  instance  in  which  these  adjustments  are  made  is  when  the  legislature  has  given  authority 
to  an  agency  to  make  grants,  but  has  not  given  authority  to  the  receiving  agency  to  spend  the  grants  they  may  receive  from 
the  granting  agency.  Under  normal  circumstances,  any  authority  to  spend  grants  would  need  to  be  made  by  valid 
appropriation,  either  by  the  legislature  in  Fffi  2  or  through  the  statutory  budget  amendment  process,  for  those  funds  that 
could  not  have  been  anticipated  during  the  legislative  session.  The  legislature  does  not  review  administrative 
appropriations  in  the  same  manner  it  reviews  appropriations  in  HB  2  or  budget  amendments.  The  issue  discussed  by  the 
Legislative  Finance  Committee  related  specifically  to  those  instances  in  which  administrative  appropriation  authority  was 
used  to  fund  on-going  projects  never  reviewed  by  the  legislature  for  the  receiving  agencies.  The  issue  was  whether  this 
was  an  appropriate  device  for  adding  authority  to  spend  grants,  or  whether  the  budget  amendment  process  should  be  used. 

During  the  year,  the  department  receives  grants  from  the  Board  of  Crime  Control  that  cannot  always  be  anticipated.  The 
Office  of  Budget  and  Program  Planning  generally  approves  administrative  appropriations  to  allow  the  department  to 
spend  these  grants.  LCA  would  allow  the  department  to  add  this  authority  during  the  year  without  using  administrative 
appropriations  or  budget  amendments.  The  requested  LCA  authority  would  also  allow  the  department  to  expend  other 
federal  grants  that  might  be  received  during  the  interim  without  going  through  the  formal  budget  amendment  process. 

There  are  a  number  of  issues  to  consider  regarding  the  use  of  LCA: 

1)  Any  funds  that  can  reasonably  be  anticipated  should  be  included  in  HB  2  and  subject  to  the  same  scrutiny  as  other  on 
going  or  known  projects.  Therefore,  the  legislature  may  wish  to  ask  the  department  to  identify  any  grants  included  in  the 
LCA  request  that  can  be  considered  on  going.  These  grants  should  be  included. 

2)  As  stated,  the  department  would  be  able  to  by-pass  the  budget  amendment  process  with  the  addition  of  this  authority. 
The  legislature  may  wish  to  ask  the  department  to  identify  the  compelling  reason  for  doing  so. 

3)  LCA  expenditures  are  treated  like  budget  amendment  expenditures  and  removed  from  the  base.  Consequently,  LCA 
must  be  re-appropriated  each  biennium. 

If  the  legislature  adds  LCA  authority,  it  may  wish  to  add  the  following  language  to  HB  2: 

1)  Legislative  Contract  Authority  (LCA)  applies  only  to  federal  funds. 

2)  LCA  expenditures  must  be  reported  on  state  accounting  records  and  kept  separate  from  present  law  operations.  In 
preparing  the  2003  biennium  Executive  Budget,  the  Office  of  Budget  and  Program  Planning  may  not  include  expenditures 
from  this  item  in  the  present  law  base. 

3)  A  report  must  be  submitted  by  the  department  to  the  Legislative  Fiscal  Analyst  following  the  end  of  each  fiscal  year 
listing  LCA  grants  received  and  the  amount  of  expenditures  and  FTE  for  each  grant. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

37.25 

00 

9.00 

46.25 

00 

9.00 

46.25 

46  25 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

1,870,963 

724,519 

0 

1,957 

90,297 

(36,656) 

0 

3,240 

341,868 

47,850 

25,000 

0 

2,303,128 

735,713 

25,000 

5,197 

81,380 

(32,992) 

0 

3,240 

339,506 

47,850 
0 
0 

2,291,849 

739,377 

0 

5,197 

4,594,977 

1,475,090 

25,000 

10,394 

Total  Costs 

$2,597,439 

$56,881 

$414,718 

$3,069,038 

$51,628 

$387,356 

$3,036,423 

$6,105,461 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

2,231,804 

253,672 

111,963 

0 

11,660 

35,570 

9,651 

0 

426,290 

(100,000) 

88,428 

0 

2,669,754 

189,242 

210,042 

0 

7,238 

34,993 

9,397 

0 

504,437 

(200,000) 

82,919 

0 

2,743,479 

88,665 

204,279 

0 

5,413,233 

277,907 

414,321 

0 

Total  Funds 

$2,597,439 

$56,881 

$414,718 

$3,069,038 

$51,628 

$387,356 

$3,036,423 

$6,105,461 

Program  Description 

The  Legal  Services  Division  provides:  1)  the  Attorney  General  with  legal  research  and  analysis;  2)  legal  counsel  for  state 
government  officials,  bureaus,  and  boards;  3)  legal  assistance  to  local  governments  and  Indian  tribes;  and  4)  legal 
assistance,  training,  and  support  for  county  prosecutors. 

Indian  Legal  Jurisdiction  provides  representation  and  coordination  of  trial  and  appellate  lawsuits  involving  the  State  of 
Montana  and  the  Indian  tribes,  supervision  of  private  attorneys  contracted  by  the  state  to  assist  with  those  cases,  and 
advice  to  state  agencies  on  questions  involving  Indian  legal  matters. 

County  Prosecutor  Services  provides  special  prosecution  assistance  to  counties  in  the  prosecution  and  disposition  of  major 
felonies  and  in  cases  in  which  county  attorneys  or  city  attorneys  have  conflicts  of  interest.  County  Prosecutor  Services 
also  provides  prosecutor  services  to  the  Eastern  Coal  Counties  Drug  Task  Force  and  the  Western  Montana  Special 
Investigation  Section  and  coordinates  training  and  continuing  legal  education  for  county  attorneys,  city  attorneys,  and  law 
enforcement  personnel. 

Funding 

The  base  budget  of  the  Legal  Services  Division  is  primarily  supported  by  general  fund  of  $2.2  million  each  year,  or 
approximately  86  percent  of  the  program's  total  appropriations. 

State  special  revenue  funds  include:  1)  state  fund  revenues,  which  support  one  attorney  and  associated  operating  costs;  2) 
gambling  license  fees,  which  support  three  attorneys,  support  staff  and  associated  operating  costs;  and  3)  the  highway 
special  revenue  fund,  which  supports  25  percent  of  one  attorney. 

Federal  funds  of  $1 12,000  from  the  Board  of  Crime  Control  are  for  drug  prosecution  funds,  including  one  attorney  and 
support  services. 

The  Bankruptcy  Unit  is  funded  from  a  proprietary  account.  In  fiscal  1998,  $1 15,000  was  expended.  These  funds  are  not 
appropriated. 
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Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

90,297 

5,667 

33,145 

81,380 

5,088 

37,813 

Total  Statewide  Adjustments 

$129,109 

$124,281 

Present  Law  Adjustments 

10101 
10102 

Base  Budget  Adjustments-LSD 

Base  Budget  Adjustment-Major  Litigation 

.00 

.00 

10,549 
(96,482) 

24,254 
(96,482) 

.00 
.00 

10,121 
(96,479) 

23,826 
(96,479) 

Total  PL  Adjustments 

.00 

($85,933) 

($72,228) 

.00 

($86,358) 

($72,653) 

Present  Law  Adjustments  Total 

$56,881 

$51,628 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  Personal  Services  increase  by  over  than  4  percent  per  year.  Vacancy  savings  of  $63,000  per  year 
are  included  in  the  executive  budget.  The  division  has  consolidated  most  present  law  adjustments  in  one  decision 
package.  The  legislature  may  wish  to  examine  the  proposed  increases  separately.  In  addition,  while  the  budget 
shows  an  increase  of  under  $50,000,  this  figure  includes  an  offsetting  reduction  of  $34,573  because  computer 
expenditures  are  now  consolidated  in  the  Information  Systems  Division. 

DP  10101  -  Base  Budget  Adjustments-LSD  -  The  Legal  Services  Division  is  requesting  a  general  fund  present  law 
adjustment  of  $10,549  in  fiscal  2000  and  $10,121  in  fiscal  2001  and,  state  special  revenue  of  $13,705  per  year. 

Areas  reflecting  significant  increases  are:  1)  consultant  services  used  to  retain  expert  witnesses  and  consultants,  $22,184 
per  fiscal  year;  and  2)  $24,265  per  fiscal  year  to  return  the  travel  budget  to  fiscal  1998  appropriated  levels. 

DP  10102  -  Base  Budget  Adjustment-Major  Litigation  -  Major  litigation  expenditures  typically  involve  major  lawsuits 
filed  against  the  state  of  Montana.  These  expenses  have  historically  been  funded  by  a  $500,000  biennial  appropriation 
split  between  the  two  years.  Expenses  for  fiscal  1998  exceeded  the  $250,000  amount.  These  adjustments  reduce 
expenditures  and  return  the  base  to  $250,000  per  year. 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 
General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

20111 
20115 
20116 

Prosecutors  to  Assist  County  Attorney 
Full  Funding  for  Post  Conviction 
Funding  Switch 

Total  New  Proposals 

7.50 

1.50 

00 

9.00 

257,287 

69,003 

100,000 

$426,290 

345,715 

69,003 

0 

$414,718 

7.50 

1.50 

.00 

9.00 

240,822 

63,615 

200,000 

$504,437 

323,741 

63,615 

0 

$387,356 

New  Proposals 

DP  201 1 1  -  Prosecutors  to  Assist  County  Attorney  -  This  proposal  provides  funding  for  5.0  attorneys  and  2.50  support 
staff  to  assist  county  attorneys  across  the  state  in  handling  child  protection  cases  and  other  legal  matters  in  the  district 
courts.  The  attorneys  and  staff  work  under  the  supervision  of  the  Legal  Services  Division  but  are  located  in  the  existing 
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regional  offices  of  the  DPHHS  Child  and  Family  Services  Division.  The  general  fund  cost  is  $257,287  in  fiscal  2000  and 
$240,822  in  fiscal  2001.  A  federal  grant  is  anticipated  to  fund  $88,428  in  fiscal  2000  and  $82,919  in  fiscal  2001,  or  25 
percent  of  the  cost. 

This  proposal  is  a  recommendation  of  an  ad  hoc  working  group  appointed  by  the  Governor  and  the  Attorney  General  and 
comprised  of  county  commissioners,  county  attorneys,  and  representatives  of  state  government. 

LFD  Issue  -  The  agency  indicates,  that  while  the  FTE  would  specifically  work  in  Child  Protective  services,  the  FTE 
are  being  requested  to  relieve  the  general  workload  of  county  attorneys.  Consequently,  the  issue  for  legislative 
consideration  is  whether  it  wishes  to  expend  general  fund  for  this  purpose.  The  state  currently  pays  for  one-half  of 
the  salaries  and  benefits  of  the  county  attorneys. 

DP  20115  -  Full  Funding  for  Post  Conviction  -  The  1997  legislature  passed  HB222,  which  was  intended  to  reduce 
unwarranted  delays  in  criminal  appeals  by:  1)  taking  advantage  of  new  federal  deadlines  in  death  penalty  cases;  and  2) 
enacting  similar  reforms  in  the  state  post-conviction  statutes  to  provide  meaningful  time  frames  for  resolution  of  criminal 
appeals  and  post-conviction  proceedings.  To  support  this  legislation,  the  1997  legislature  appropriated  $120,495  as  a 
biennial  appropriation  to  the  Department  of  Justice  to  hire  1.0  FTE  attorney  and  a  0.5  FTE  staff  support.  This  request 
would  allow  the  department  to  hire  another  full  time  attorney  and  a  half-time  support  position  at  a  cost  of  $70,578  in  fiscal 

2000  and  $65, 1 77  in  fiscal  200 1 . 

DP  20116  -  Funding  Switch  -  The  executive  recommends  a  funding  switch  from  the  gambling  license  fee  account  to 
general  fund  of  $100,000  in  fiscal  2000  and  $200,000  in  fiscal  2001.  The  available  license  fee  revenue  would  be  used  to 
fund  a  pathological  gambling  treatment  program  in  the  Department  of  Public  Health  and  Human  Services. 

LFD  Issue  -  The  executive  budget  is  proposing  a  switch  in  the  way  the  gambling  license  account  is  used.  Since 
inception  of  the  gambling  regulation  function,  gambling  fee  revenues  have  been  appropriated  to  support  two  staff 
attorney  positions  in  the  Legal  Services  Division.  The  1997  legislature  appropriated  $100,000  from  the  gambling 
license  account  in  fiscal  1999  to  continue  a  special  prosecutor  position  and  support  staff,  which  previously  had  been 
funded  by  federal  grant  monies  that  expired  in  fiscal  1998.  The  total  appropriation  from  the  gambling  license 
account  to  the  Legal  Service  Division  in  fiscal  1999  is  $207,268.  This  proposal,  in  effect,  eliminates  almost  all 
support  from  the  gambling  license  account  for  staff  attorneys  by  fiscal  2001,  even  though  two  attorneys  continue  to 
work  full  time  on  gambling  issues.  Thus,  while  the  gambling  addiction  treatment  proposal  is  presented  in  the 
budget  of  DPHHS  as  being  appropriated  from  the  gambling  license  revenue,  the  actual  impact  of  this  proposal,  if 
approved,  is  that  the  general  fund  will  be  used  to  support  programs  related  to  gaming  industry  regulation.  In 
addition,  if  this  funding  switch  were  not  to  take  place,  expenditures  would  exceed  revenues  in  the  account  in  the 

2001  biennium.  For  a  further  LFD  discussion  of  cash  flows  to  gambling  license  account,  refer  to  the  LFD  Issue  in 
the  Gambling  Control  Division. 


DEPARTMENT  OF  JUSTICE  D-12  LEGAL  SERVICES  DIVISION 


DEPARTMENT  OF  JUSTICE 6-AGENCY  LEGAL  SERVICES 

Proprietary  Rates 

Program  Description 

Agency  Legal  Services  Bureau  provides  cost-effective  legal  assistance  to  state  agencies  on  a  contractual  basis.  The 
bureau  is  funded  on  a  proprietary  basis,  charging  hourly  fees  and  case-related  costs  to  client  agencies.  Services  include 
litigation,  hearing  examiner  work,  and  general  counsel.  The  Bankruptcy  Program,  which  is  attached  to  this  bureau,  also 
provides  legal  services  to  state  agencies  on  a  contractual  basis  in  the  area  of  bankruptcy  and  collections. 

Revenues  and  Expenses 

Change  in  the  Provision  of  Service  or  Level  of  Fees 

The  appropriation  level  requested  for  Agency  Legal  Services  (ALS)  includes  normal  operational  expenses  along  with 
expenses  for  an  additional  paralegal  position.  The  increasing  workload  experienced  by  ALS  requires  additional 
assistance.  This  position  will  perform  legal  preparation,  investigative  work  and  administrative  duties,  allowing  the 
attorneys  to  focus  on  the  more  complex  legal  assignments.  Expenditures  generated  by  the  additional  position  will  be 
offset  through  billable  hours.  The  majority  of  ALS  revenue  is  generated  by  an  hourly  fee  of  $62  for  attorneys  and  $35  for 
paralegals.  These  fees  cover  all  associated  personal  services  costs  of  attorneys  and  paralegals,  operating  expenses,  and 
administrative  support  staff  expenses.  Remaining  revenues  are  direct  charges  to  clients  for  costs  specific  to  a  case  such  as 
expert  witnesses,  legal  filings,  etc.  The  goal  of  this  program  is  to  provide  affordable  legal  assistance  to  state  agencies  by 
keeping  expenses  to  a  minimum. 

Working  Capital 

The  ALS  account  should  have  a  60-day  working  capital  reserve.  This  level  has  never  been  obtained.  A  rate  increase 
received  during  the  1997  legislature  and  beginning  in  FY  1998  was  the  first  rate  increase  in  seven  years.  The  new  rate 
structure  has  gradually  increased  the  cash  balance  and  will  hopefully  produce  a  30-day  working  capital  reserve  by  the  end 
of  the  2001  biennium.  If  this  reserve  does  not  continue  to  grow  beyond  a  30-day  reserve,  a  rate  increase  may  be  needed 
for  the  2003  biennium. 

Fund  Equity  and  Reserved  Fund  Balance 

An  adequate  reserve  fund  balance  is  necessary  to  provide  for  adequate  cash  flow  to  meet  operational  expenses  and  to 
cover  the  costs  of  termination  pay  and  the  related  reduced  billable  hours  for  new  employees  in  training.  ALS  has  a 
negative  fund  balance  and  no  working  capital  reserve.  Because  of  the  lag  between  billing  and  receipt  of  cash,  loans  are 
necessary  until  year-end  when  all  agencies  are  required  to  be  current  with  their  papyables.  The  rate  increase  approved  by 
the  1997  legislature  should  eliminate  the  negative  fund  balance  and  begin  producing  a  working  capital  reserve. 

Cash  Flow 

Cash  revenue  flow  is  based  on  monthly  billings.  The  delay  in  receipt  of  revenue  requires  an  on-going  inter-entity  loan  to 
meet  payroll  commitments  and  operational  expenses.  The  rate  increase,  which  began  in  FY  1998,  should  gradually 
eliminate  the  need  for  inter-entity  loans. 
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Report  on  Internal  Service  &  Enterprise  Funds 

,  2001  Bienniu 

m 

Accounting  Entity  Accounting  Entity 

Number 

Name 

Agency  Name 

Agency  Number 

Program  Name 

Fund  Balance  Informatio 

6,500 

Agency  Legal 

Justice 

4,110 

_egal  Services 

n 

Estimated 

Estimated 

Estimated 

FY94 

FY95 

FY96 

FY97 

FY98 

FY99 

FY00 

FY01 

Beginning  Retained  Earnings 

78,694 

241 

(22,791) 

(85,734) 

(157.243) 

(132,955) 

(54,144) 

(43,704) 

Increases 

Fee  Revenue 

525,763 

592,371 

607,892 

731,616 

924,086 

977,793 

1,030,398 

1,041,123 

Investment  Earnings 

Transfers  In 

Miscellaneous,  operating 

Miscellaneous,  other 

Total  Increases 

525,763 

592,371 

607,892 

731,616 

924,086 

977,793 

1,030,398 

1,041,123 

(Decreases) 

Personal  Services 

492,726 

527,362 

542,931 

656,661 

715,337 

734,759 

796,621 

792,667 

Operations 

110,973 

86,458 

127,128 

145.667 

188,276 

164,223 

222,632 

223,206 

Transfers  Out 

Miscellaneous,  operating 

1,339 

1,583 

776 

797 

705 

705 

705 

Miscellaneous,  other 

Total  Decreases 

605,038 

615,403 

670,835 

803,125 

904.318 

898,982 

1,019,958 

1,016,578 

Adjustments  to  Beginning 

Retained  Earnings 

822 

4,520 

Ending  Retained  Earnings 

241 

(22,791) 

(85,734) 

(157,243) 

(132,955) 

(54,144) 

(43,704) 

(19,159) 

Total  Contributed  Capital 

Total  Fund  Equity 

241 

(22,791) 

(85,734) 

(157,243) 

(132,955) 

(54,144) 

(43,704) 

(19,159) 

Unreserved  Fund  Balance 

60  Days  of  Expenses  (e.g. 

total  of  personnel  services. 

operations,  and 

miscellaneous  operating 

divided  by  6) 

100,840 

102,567 

111,806 

133,854 

150,720 

149,830 

169.993 

169,430 

Fee/Rate  Information  for 

Legislative ) 

Action: 

Requested 

Requested 

Requested  Rates  for 

Internal  Service  Funds 

FY96 

FY97 

FY98 

FY99 

FY00 

FY01 

Attorney  Hourly  Rate 

XX 

XX 

$53 

$53 

$62 

$62 

$62 

$62 

Paralegal  Hourly  Rate 

XX 

XX 

$30 

$30 

$35 

$35 

$35 

$35 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

47.00 

.00 

.00 

47.00 

.00 

00 

47.00 

47.00 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

1,759,219 

521,904 

12,249 

0 

68,123 

90,890 

39,000 

0 

0 
0 
0 
0 

1,827,342 

612,794 

51,249 

0 

58,398 

93,027 

26,000 

0 

0 
0 
0 
0 

1,817,617 

614,931 

38,249 

0 

3,644,959 

1,227,725 

89,498 

0 

Total  Costs 

$2,293,372 

$198,013 

$0 

$2,491,385 

$177,425 

$0 

$2,470,797 

$4,962,182 

General  Fund 
State/Other  Special 

454,934 
1,838,438 

49,544 
148,469 

0 
0 

504,478 
1,986,907 

45,280 
132,145 

0 
0 

500,214 
1,970,583 

1,004,692 
3,957,490 

Total  Funds 

$2,293,372 

$198,013 

$0 

$2,491,385 

$177,425 

$0 

$2,470,797 

$4,962,182 

Program  Description 

The  Gambling  Control  Division  was  established  by  the  1989  legislature  to  regulate  the  gambling  industry  in  Montana. 
The  division  has  criminal  justice  authority  and  conducts  routine  field  inspections  and  investigations  related  to  gambling 
activities.  In  addition  to  collecting  licensing  fees  for  gambling  machines  and  activities,  the  division  is  responsible  for:  1) 
collecting  and  distributing  the  gambling  tax  assessed  on  the  net  proceeds  of  gambling  activities,  and  2)  investigative 
functions  relating  to  alcoholic  beverage  licensing  and  tobacco  enforcement.  The  gambling  control  program  operates  as  a 
state  mandate.  An  appointed  gaming  advisory  council  of  nine  members  provides  advisory  services  to  the  Attorney 
General  to  ensure  uniform  statewide  regulation  of  gambling  activities. 

Funding 

Primary  funding  for  the  Gambling  Control  Division  is  from  the  revenues  generated  through  licenses  and  permits  for 
gambling  operators,  machines,  and  other  gambling  activities,  as  well  as  license  fees  for  video  gambling  machine 
manufacturers/distributors.  As  authorized  in  section  23-5-612,  MCA,  revenues  are  50  percent  of  the  gambling  machine 
permit  fee  (the  other  50  percent  goes  to  local  government)  and  100  percent  of  the  machine  transfer-processing  fee.  By 
statute,  the  department  is  to  charge  $200  for  each  video  gambling  machine  permit  and  $25  for  each  machine  transferring 
ownership.  The  revenues  are  deposited  into  the  gambling  license  fee  state  special  revenue  account  to  be  used  for  the  costs 
related  to  operations  of  the  division  and  other  agency  programs. 

Funds  to  process  cabaret  license  applications  are  derived  from  a  state  special  revenue  fund  made  up  of  a  percentage  of 
cabaret  license  fees  statutorily  set  aside  to  cover  these  costs.  Twenty  percent  of  cabaret  license  fees  are  set  aside  to  cover 
the  cost  of  administering  the  cabaret  license  program. 

General  Fund  is  appropriated  to  support  the  tobacco  and  alcohol  beverage  enforcement  functions. 

LFD  Issue  -  Legislative  staff  analysis  of  the  gambling  license  account  projects  a  fund  balance  at  the  end  of  fiscal  2001  of 
$971,668.  Using  LFD  revenue  estimates  and  Executive  Budget  projected  expenditures,  it  would  appear  that  sufficient 
funds  exist  within  the  account  to  continue  to  support  those  activities  presently  funded  by  the  gambling  license  account,  as 
well  as  the  pathological  gambling  treatment  program  proposed  in  the  budget  of  the  Department  of  Public  Health  and 
Human  Services. 
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Table  2 
Gambling  License  Fee  Account 


There  are  two  issues  that  impact 
the  solvency  of  this  account: 

1)  While  revenues  exceed 
expenditures  in  the  Executive 
Budget,  revenues  would  be 
insufficient  to  support  ongoing 
expenditures  unless  the  new 
proposal  to  replace  funding  of 
certain  positions  in  Legal 
Services  with  general  fund  is 
approved.  Consequently,  the 
account  is  not  in  balance 
without  what  essentially 
constitutes  a  general  fund 
supplemental  in  the  Legal 
Services  Division  in  the  2001 
biennium  if  the  pathological 
gambling  new  proposal  is  to  be 
funded. 

2)  The  department  says  it  will 
propose  legislation  to  authorize 
the  division  to  install  an 
automated  accounting  and 
reporting  system  for  gaming 
machines  in  the  2001  biennium. 
This  legislation  (LC401) 
includes  a  biennial  appropri- 
ation of  $1,234,474  from  the 
gambling  license  account.  This 
money  is  not  part  of  the 
Executive  Budget.  If  this  legis- 
lation were  approved  with  the 
appropriation  intact,  expen- 
ditures     would      significantly 

exceed  revenues  and  eliminate  the  fund  balance  in  the  2001  biennium.  Unless  revenues  are  increased  substantially,  the 
programs  would  be  forced  to  make  severe  reductions  into  the  2003  biennium.  Any  increase  in  revenue  would  either  be 
through  a  tax  increase,  which  would  fall  under  the  requirement  of  CI-75  that  it  be  approved  by  a  public  vote,  or  through 
increases  in  gaming  activity  and  beyond  the  estimated  level. 


Beginning  Balance 

Revenue 

Gambling  License  Fee 
Misc  Fines/Forfeits 
Other 

Total  Revenue 

Disbursements 

Department  of  Justice 
Base  Budget 
Fiscal  98  OTO 
Present  Law  Adjustment 
New  Proposals 
Pay  Plan  (Estimated) 

Sub  Total 

DPHHS 
New  Proposals 

Statutory  Appropriation 
Dist  Machine  Permits 
Dist  Card  Table  Fees 
Dist  Fines 
Lab  Testing 
Sub  Total 

Total  Disbursements 

Adustments 

Ending  Balance 


Fiscal  1998 

Fiscal  1999 

Fiscal  2000 

Fiscal  2001 

$708,365 

$759,780 
0 

$871,830 
0 

$917,008 
0 

3,930,951 

120,347 

3,890 

4,024,636 

120,500 

4,000 

4,120,554 

120,500 

4,000 

4,218,758 

120,500 

4,000 

$4,055,188 

$4,149,136 

$4,245,054 

$4,343,258 

1,977,279 

16,340 

0 

0 

0 

2,061,586 
0 
0 
0 
0 

2,027,803 

0 

102,458 

(100,000) 

44,115 

2,018,018 

0 

92,596 

(200,000) 

102,483 

$1,993,619 

$2,061,586 

$2,074,376 

$2,013,097 

$0 


$0 


$100,000 


$200,000 


1,768,675 

1,770,000 

1,820,000 

1,870,000 

45,800 

46,000 

46,000 

46,000 

96,223 

120,500 

120,500 

120,500 

38,913 

39,000 

39,000 

39,000 

1,949,611 

1,975,500 

2,025,500 

2,075,500 

$3,943,230 

$4,037,086 

$4,199,876 

$4,288,597 

(60,543) 

0 

0 

0 

$759,780 

$871,830 

$917,008 

$971,668 
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Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

64,225 

2,995 

48,572 

54,500 

2,987 

50,201 

Total  Statewide  Adjustments 

$115,792 

$107,688 

Present  Law  Adjustments 

1G701 
10702 

Base  budget  adjustments-GCD 
Base  budget  adjustments-cabaret 

.00 
00 

17,533 
0 

83,489 
(1,268) 

.00 
.00 

14,911 
0 

71,005 
(1,268) 

Total  PL  Adjustments 

00 

$17,533 

$82,221 

.00 

$14,911 

$69,737 

Present  Law  Adjustments  Total 

$198,013 

$177,425 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  Personal  services  increase  by  3.9  percent  in  fiscal  2000  and  3.2  percent  in  fiscal  2001.  Vacancy 
savings  of  $51,000  per  year  are  included  in  the  Executive  Budget.  The  division  has  consolidated  most  present  law 
adjustments  in  one  decision  package.  Therefore,  the  legislature  may  wish  to  examine  adjustments  separately.  In 
addition,  while  the  adjustments  total  about  $155,000  over  the  biennium,  this  figure  includes  an  offsetting 
adjustment  of  over  $60,000  because  computer  expenditures  are  now  consolidated  in  the  Information  Services 
Division. 

DP  10701  -  Base  Budget  Adjustments-GCD  -  Increases  in  base  budget  categories  are  requested  to  reflect  anticipated 
activity  during  the  2001  biennium.  Funding  for  the  present  law  adjustments  is  allocated  79  percent  state  special  revenue 
and  21  percent  general  fund.  Significant  adjustments  include: 

1)  $3,898  for  overtime  paid  to  the  division's  technical  services  personnel; 

2)  an  additional  $11,340  per  year  to  continue  two  additional  connections  to  the  Criminal  Justice  Information  Network 
added  in  fiscal  1998  using  carry- forward  funding; 

3)  annualization  of  expenditures  for  a  senior  investigator  position  held  open  due  to  the  payout  required  when  the 
incumbent  retired.  Additional  expenses  total  $3,500  per  year  for  supplies,  travel  and  communications; 

4)  a  reduction  in  computer  hardware  by  $30,164  per  year,  as  the  division  budget  for  computer  equipment  will  appear  as  a 
department  level  request  in  the  Justice  Information  Services  Division;  and 

5)  $15,000  per  year  for  out-of-country  travel  to  enable  division  staff  to  conduct  license  investigations  on  foreign  national 
corporate  video  gambling  machine  manufacturers.  The  division  estimates  there  could  be  as  many  as  three  applications 
from  foreign  manufacturers  in  any  given  year.  This  is  the  level  approved  by  the  1997  legislature.  There  were  no  foreign 
applications  made  during  fiscal  1998  and  this  authority  was  reverted.  These  costs  are  fully  reimbursed  by  license 
applicants. 
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LFD  Comment  -  Because  of  its  contingent  nature,  if  the  legislature  approves  this  request  for  out-of-country  travel, 
the  legislature  may  wish  to  restrict  the  appropriation  and  designate  it  as  one-time-only. 

6)  $6,716  in  fiscal  2000  and  $6,352  in  fiscal  2001  to  continue  leasing  two  vehicles  from  the  state  motor  pool.  These 
vehicles  were  approved  for  lease  beginning  in  fiscal  1999  and,  therefore,  are  not  part  of  fiscal  1998  base  expenditures; 

7)  an  additional  $34,199  in  fiscal  2000  and  $35,079  in  fiscal  2001  are  requested  to  cover  increases  in  contractual 
obligations  for  rent.  Most  of  the  increases  are  due  to  increases  for  the  Missoula  and  Billings  regional  offices;  and 

8)  replacement  of  four  vehicles  in  fiscal  2000  and  three  vehicles  in  fiscal  2001.  The  fiscal  1998  base  includes  funding  for 
one  vehicle.  The  division's  standard  vehicle  replacement  strategy  is  to  replace  vehicles  with  100,000  or  more  miles, 
$39,000  in  fiscal  2000  and  $26,000  in  fiscal  2001. 

DP  10702  -  Base  Budget  Adjustments-Cabaret  -  The  1997  legislature  passed  SB354,  which  added  the  responsibility  of 
issuing  beer  and  wine  licenses  for  eating  establishments.  During  the  base  year,  the  division  filled  only  one  of  two 
positions  authorized  in  the  1997  session.  License  applications  fell  below  expectations  and  the  division  determined  that 
initially  the  workload  could  be  handled  by  one  position.  The  division  delayed  filling  the  position  until  October  when  the 
law  became  effective.  In  the  coming  biennium  the  division  requests  funds  for  the  vacant  position  for  licensure  and 
follow-up  reviews.  Budget  increases  totaling  $2,800  are  offset  by  a  reduction  of  $4,068  associated  with  a  one-time  office 
remodeling  expenses. 

LFD  Issue  -  Division  management  has  indicated  to  LFD  staff,  that,  unless  licensure  activity  increases  substantially, 
the  second  position  will  not  be  filled.  Until  they  have  a  few  years  of  work  history  to  determine  appropriate  staff 
levels,  they  want  the  option  of  retaining  the  position  if  the  workload  increases. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 

Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 

Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

160  60 

.00 

.00 

160  60 

00 

.00 

160.60 

160.60 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

4,263,973 

3,264,859 

158,098 

155,475 

189,542 

191,539 

(143,098) 

(3,486) 

0 
0 
0 
0 

4,453,515 

3,456,398 

15,000 

151,989 

167,940 

66,328 

(155,450) 

(3,486) 

0 
0 
0 
0 

4,431,913 

3,331,187 

2,648 

151,989 

8,885,428 

6,787,585 

17,648 

303,978 

Total  Costs 

$7,842,405 

$234,497 

$0 

$8,076,902 

$75,332 

$0 

$7,917,737 

$15,994,639 

General  Fund 
State/Other  Special 

7,356,352 
486,053 

317,497 
(83,000) 

0 
0 

7,673,849 
403,053 

158,332 
(83,000) 

0 
0 

7,514,684 
403,053 

15,188,533 
806,106 

Total  Funds 

$7,842,405 

$234,497 

$0 

$8,076,902 

$75,332 

$0 

$7,917,737 

$15,994,639 

Program  Description 

The  Motor  Vehicle  Division  (MVD),  under  provision  of  Title  61  and  Title  23,  MCA,  and  certain  federal  statutes  is 
responsible  for:  1)  examination  and  licensure  of  all  drivers;  2)  creation  and  maintenance  of  permanent  driver  and  motor 
vehicle  records;  3)  titling  and  registration  of  all  vehicles  including  boats,  snowmobiles  and  ATVs;  4)  inspection  and 
verification  of  vehicle  identification  numbers;  5)  licensure  and  compliance  control  of  motor  vehicle  dealers  and 
manufacturers;  and  6)  providing  motor  voter  registration. 

Funding 

The  Motor  Vehicle  Division  is  supported  by  general  fund  (approximately  95  percent  of  the  proposed  budget)  with  funds 
from  the  highway  special  revenue  account  providing  the  balance. 

LFD  Issue  -  The  Motor  Vehicle  Division  has  historically  been  funded  with  general  fund.  Because  of  the  division's 
connection  to  the  motoring  public,  Highways  Special  Revenue  Account  (HSRA)  funds  have  at  times  been  included  as  a 
funding  source  to  relieve  the  general  fund.  In  fiscal  1998,  gas  tax  of  $403,053  was  appropriated  to  MVD  through  HB  2 
and  the  pay  plan  bill.  This  same  level  of  HSRA  funding  is  maintained  for  the  2001  biennium. 

In  fiscal  1998  the  agency  transferred  $50,000  of  state  special  revenue  from  the  budget  of  the  Highway  Patrol  Division  to 
the  Motor  Vehicle  Division  (MVD)  to  help  with  the  costs  associated  with  SB  57,  which  altered  the  valuation  of  vehicles. 
According  to  the  division,  the  actual  costs  of  updating,  converting  and  testing  the  new  system  exceeded  funds  provided  by 
the  1997  legislature.  Another  $33,000  was  transferred  to  pay  for  SB  152,  which  allowed  for  electronic  filing  and 
perfection  of  liens  on  motor  vehicles.  Funds  were  available  in  the  budget  of  the  Highway  Patrol  Division  due  to  larger 
than  anticipated  vacancy  savings. 

The  impact  of  these  transfers  is  that  $83,000  of  expenditures  is  now  included  in  the  base  budget  of  the  Motor  Vehicle 
Division.  However,  the  MVD  has  also  chosen  to  switch  the  funding  for  these  additional  expenditures  to  the  general  fund. 
Consequently,  the  Motor  Vehicle  Division  has  not  only  increased  its  base  budget  beyond  the  HB  2  appropriated  totals,  but 
also  has  changed  the  funding  of  $83,000  for  each  year  of  the  biennium  from  state  special  revenue  to  the  general  fund 
without  submitting  this  significant  funding  switch  as  a  new  proposal.  This  action  to  build  the  base  budget  and  build 
funding  switches  into  the  base  subverts  the  integrity  of  the  legislative  budget  process. 

If  the  funding  switch  is  removed,  and  the  present  law  increases  share  proportionately  between  general  fund  and  state 
special,  the  general  fund  would  be  reduced  by  $97,534  in  fiscal  2000  and  $87,669  in  fiscal  2001. 

Finally,  the  budget  of  the  Highway  Patrol  Division  is  held  harmless  because  all  vacant  authorized  positions  are  funded  in 
the  2001  biennium. 
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Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

Genera] 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

164,542 

(107,750) 

98,006 

142,940 
(95,287) 
107,514 

Total  Statewide  Adjustments 

$154,798 

$155,167 

Present  Law  Adjustments 

11201 
11202 

Base  adjustments  MV  operations 
Base  adjustments  DL  operations 

00 
00 

(23,215) 
102,914 

(23,215) 
102,914 

00 
00 

(35,167) 
(44,668) 

(35,167) 
(44,668) 

Total  PL  Adjustments 

00 

$79,699 

$79,699 

.00 

($79,835) 

($79,835) 

Present  Law  Adjustments  Total 

$234,497 

$75,332 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  Personal  services  are  increased  by  4.4  percent  in  fiscal  2000  and  3.8  percent  in  fiscal  2001. 
Vacancy  savings  of  $120,000  per  year  are  included  in  the  executive  budget. 

DP  11201  -  Base  Adjustments  MV  Operations  -  The  Motor  Vehicle  Operations  is  requesting  present  law  adjustments 
totaling  a  negative  $23,215  in  fiscal  2000  and  a  negative  $35,167  in  fiscal  2001.  The  reduction  is  primarily  due  to 
reallocation  of  computer  costs  in  another  division  and  reductions  in  equipment.  Significant  areas  increased  within  this 
adjustment  include:  1)  overtime  at  an  average  rate  of  utilization  of  $25,000  per  year;  2)  annualization  of  computer 
processing  of  $37,170  each  year;  and  3)  leased  vehicles  of  $17,145  in  fiscal  2000  and  $16,135  in  fiscal  2001 

These  increases  are  offset  by  a  reduction  of  $27,383  each  year  of  the  biennium  due  to  consolidation  of  computer 
purchases  in  the  division,  and  a  reduction  in  equipment. 

DP  11202  -  Base  Adjustments  DL  Operations  -  The  Driver  License  operations  bureau  is  requesting  present  law 
adjustments  of  $102,914  in  fiscal  2000  and  a  negative  $44,668  in  fiscal  2001.  Significant  increases  are:  1)  photographic 
services  of  $171,218  in  fiscal  2000  and  $31,558  in  fiscal  2001,  as  a  result  of  expected  new  contract  rates  for  printing  of 
driver's  licenses;  2)  motor  pool  leases,  $61,621  in  fiscal  2000  and  $58,177  in  fiscal  2001  as  the  program  is  replacing  its 
eleven  vehicles  with  leased  vehicles;  and  3)  rent,  $42,660  in  fiscal  2000  and  $44,618  in  fiscal  2001,  due  primarily  to  new 
office  leases  in  Missoula  and  Billings.  Reductions  include  $1 12,665  each  fiscal  year  as  the  budget  for  computer  hardware 
is  now  exclusively  in  the  budget  of  the  Information  systems  budget.  Other  equipment  is  reduced  by  $59,653  each  fiscal 
year. 

LFD  Issue  -  This  proposed  increase  is  funded  entirely  with  general  fund.  If  it  wishes  to  fund  all  or  a  portion  of  this 
request,  the  legislature  may  wish  to  fund  it  proportionately  to  the  rest  of  the  division  and  replace  a  portion  of  the 
general  fund  with  HSRA  funds. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec  Budget 
Fiscal  2001 

Exec  Budget 
Fiscal  00-01 

FTE 

276.55 

00 

.00 

276.55 

.00 

.00 

276.55 

276.55 

Personal  Services 
Operating  Expenses 
Equipment 

10,699,665 
3,712,347 
1,286,358 

126,655 
725,605 
168,889 

0 

173,748 

0 

10,826,320 
4,611,700 
1,455,247 

78,359 
770,232 
296,842 

0 

173,748 

0 

10,778,024 
4,656,327 
1,583,200 

21,604,344 
9,268,027 
3,038,447 

Total  Costs 

$15,698,370 

$1,021,149 

$173,748 

$16,893,267 

$1,145,433 

$173,748 

$17,017,551 

$33,910,818 

General  Fund 
State/Other  Special 
Federal  Special 

0 

15,024,010 

674,360 

0 
845,751 
175,398 

1,042,073 

(838,405) 

(29,920) 

1,042,073 

15,031,356 

819,838 

0 
971,905 
173,528 

1,083,606 

(879,938) 

(29,920) 

1,083,606 

15,115,977 

817,968 

2,125,679 

30,147,333 

1,637,806 

Total  Funds 

$15,698,370 

$1,021,149 

$173,748 

$16,893,267 

$1,145,433 

$173,748 

$17,017,551 

$33,910,818 

Program  Description 

The  Highway  Patrol  Division  (HPD)  is  responsible  for  patrolling  the  highways  of  Montana,  enforcing  traffic  laws,  and 
investigating  traffic  accidents.  The  patrol  gives  assistance  and  information  to  motorists  and  first  aid  to  those  injured  in 
traffic  accidents,  transports  blood  and  medical  supplies  in  emergency  situations,  and  assists  other  law  enforcement 
agencies  when  requested.  The  patrol  provides  24-hour,  seven-day-a-week  communication  and  radio  dispatch  for  the 
Highway  Patrol  and  other  state  agencies.  The  Motor  Carrier  Safety  Assistance  program  (MCSAP)  attempts  to  reduce 
commercial  motor  vehicle  accidents  in  the  state  by  participating  in  the  Commercial  Vehicle  Safety  Alliance  (CVSA)  and 
its  North  American  Driver/Vehicle  Inspection  program  in  all  levels  of  inspections  as  well  as  safety  review  audits. 

Funding 

The  Highway  Patrol  Division  is  funded  primarily  by  highways  state  special  revenue  funds,  which  receives  revenue 
primarily  from  fuel  taxes  and  gross  vehicle  weight  (GVW)  fees.  The  Motor  Carrier  Safety  Assistance  program  is  funded 
by  85  percent  federal  funds  from  the  U.S.  Department  of  Transportation,  with  a  15  percent  state  match.  The  actual  match 
requirement  is  20  percent.  However,  utilizing  highway  patrol  officers  to  conduct  truck  inspections  for  the  federal 
government  provides  five  percent  of  the  match  required,  with  the  remainder  from  highways  special  revenue  funds. 


Present  Law  Adjustments 

Fiscal  2000 

Fiscal  2000 

Fiscal  200 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Present  Law  Description 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

Statewide  Present  Law 

Personal  Services 

(180,349) 

(228,645) 

Inflation/Deflation 

4,364 

4,381 

Fixed  Costs 

153,423 

155,065 

Total  Statewide  Adjustments 

($22,562) 

($69,199) 

Present  Law  Adjustments 

11301 

MHP  Operations  Adjustments 

.00 

0 

808,747 

.00 

0 

979,668 

11302 

Recruit  Training  School 

.00 

0 

47,435 

.00 

0 

47,435 

11340 

Base  Budget  Adjustments  -  MCSAP 

00 

0 

1 87,529 

00 

0 

187,529 

Total  PL  Adjustments 

.00 

$0 

$1,043,711 

.00 

$0 

$1,214,632 

Present  Law  Adjustments  Total 

$1,021,149 

$1,145,433 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 
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LFD  Comment  -  Personal  services  increase  by  1.1  percent  in  fiscal  2000  and  0.7  percent  in  fiscal  2001.  Vacancy 
savings  of  $295,000  per  year  are  included  in  the  Executive  Budget. 

DP  1 1301  -  MHP  Operations  Adjustments 

LFD  Comment  -  This  request  includes  all  operations  adjustments.  The  legislature  may  wish  to  examine  each 
separately. 

1)  Overtime  -  Expenditures  in  this  category  reflect  regular  overtime  for  uniformed  personnel,  civilian  personnel,  and 
communications  system  operators.  MHP  is  requesting  $299,324  for  both  fiscal  2000  and  fiscal  2001. 

2)  Prisoner  Per  Diem  -  Prisoner  per  diem  is  the  cost  the  (MHP)  pays  to  board  prisoners  in  the  county  detention  facilities. 
The  MHP  spent  $960,000  in  fiscal  1998  on  prisoner  per  diem  costs.  Increases  above  the  fiscal  1998  base  of  $78,336  in 
fiscal  2000  and  $1 19,869  in  fiscal  2001  are  projected  to  cover  this  expense,  which  is  an  annual  increase  of  4  percent. 

3)  Gasoline  -  Due  to  the  number  of  vacancies  in  fiscal  1998,  the  amount  of  gasoline  is  annualized  at  a  cost  of  $41,120  per 
year  (20  officers  x  $2,056  =  $41,120). 

4)  Law  Enforcement  Supplies  -  The  executive  requests  that  supplies  be  annualized  due  to  the  number  of  employee 
vacancies  experienced  in  fiscal  1998.  This  category  includes  handcuffs,  binoculars,  first  aid  kits,  weapons,  light  bars  for 
vehicles,  radios,  protective  vests,  vehicle  partitions,  etc.,  for  a  total  adjustment  of  $71,019  per  year. 

LFD  Comment  -  These  supplies  do  not  appear  to  be  variable  costs  based  upon  occupancy,  but  are  rather  fixed 

costs. 

5)  Subsistence  -  Subsistence  is  paid  in  lieu  of  all  claims  for  monthly  telephone  allowance  and  specified  meal  allowances. 
The  MHP  spent  $377,328  on  subsistence  in  fiscal  1998,  or  $2,096  per  officer.  To  annualize  these  costs,  an  additional 
$41,920  per  year  (20  officers  x  $2,096  =  $41,920)  is  requested. 

6)  Rent  -  The  division  has  rental  agreements  for  office  space  (headquarters,  districts,  and  detachments),  aircraft  hangar 
space,  radio  shop  space,  and  radio  tower  sites.  The  MHP  spent  $162,437  in  fiscal  1998  for  these  lease  agreements. 
Increases  in  the  fiscal  1998  base  are  due  to  renegotiated  leases  or  new  leases.  As  a  result  of  these  changes,  increases 
above  the  fiscal  1998  base  of  $121,176  in  fiscal  2000  and  $122,61 1  in  fiscal  2001  are  requested. 

7)  Repair  and  Maintenance  -  Due  to  the  number  of  vacancies,  the  amount  spent  for  vehicle  repair  and  maintenance  is 
annualized  at  a  cost  of  $19,580  per  year  (20  officers  x  $979  =  $19,580). 

8)  Patrol  vehicles  -  Vehicles  are  surplused  when  the  mileage  is  between  85,000  and  100,000+  miles.  The  budget  includes 
funds  to  replace  63  vehicles  each  year  (one-third  of  the  fleet).  The  request  anticipates  an  increase  in  cost  per  vehicle  of 
approximately  9  percent  per  year.  Using  this  annual  rate,  vehicles  are  projected  to  cost  $20,700  each  in  fiscal  1999; 
$22,563  in  fiscal  2000;  and  $24,594  in  fiscal  2001.  The  MHP  spent  $1,252,580  on  vehicles  in  fiscal  1998  to  purchase  63 
vehicles  in  each  year  of  the  next  biennium;  increases  above  the  fiscal  1998  base  of  $168,889  in  fiscal  2000  and  $296,842 
in  fiscal  2001  are  requested. 

Present  law  reductions  of  $46,757  spent  on  computer  hardware  are  removed  each  year.  Computer  replacement  costs  for 
the  division  in  the  2001  biennium  are  part  of  the  department  request  included  in  the  budget  of  the  Justice  Information 
Services  Division. 

DP  1 1302  -  Recruit  Training  School  -  $90.948  per  fiscal  year. 

The  Highway  Patrol  annually  conducts  a  Recruit  Training  School  to  train  new  recruits  to  fill  vacancies.  The  Recruit 
Training  School  consists  of  14  weeks  of  on-campus  training  and  8  weeks  of  field  training.    In  fiscal  1998,  the  Recruit 
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Training  School  was  rescheduled  from  August  to  March.  Due  to  rescheduling,  a  significant  portion  of  the  eight-week 
field  training  occurred  in  fiscal  1999. 

DP  1 1340  -  Base  Budget  Adjustments  -  MCSAP  -  $187.529  per  fiscal  year. 

The  Motor  Vehicle  Inspection  Bureau  is  required  to  perform  inspections  on  commercial  motor  vehicles  and  compliance 
reviews  on  motor  carriers  subject  to  federal  and  state  regulations.  During  the  current  biennium,  the  MHP  was  not  able  to 
bill  the  Federal  Highway  Administration  for  all  of  the  inspections  performed  due  to  an  insufficient  amount  of  federal 
spending  authority. 


New  Proposals 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Description 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

21313 
21316 
21319 
21322 

Legislative  Contract  Authority 
Replace  COPS  Funding 
Restore  Funding  for  Four  Officers 
Funding  Switch 

.00 
.00 
00 
.00 

0 

0 

0 

1,042.073 

150,000 
0 

23,748 
0 

00 
.00 
.00 
00 

0 

0 

0 

1,083,606 

150,000 

0 

23,748 

0 

Total  New  Proposals 

.00 

$1,042,073 

$173,748 

.00 

$1,083,606 

$173,748 

New  Proposals 

DP  21313  -  Legislative  Contract  Authority  -  $300.000  for  grants. 

The  highway  patrol  is  requesting  legislative  contract  authority  of  $300,000  over  the  biennium  in  the  event  grants  are 
received. 

LFD  Issue  -  Please  see  the  issue  in  the  agency  section  for  a  discussion  of  LCA. 

DP  21316  -  Replace  COPS  Funding  -  with  state  special  funding. 

In  December  1995,  the  Montana  Highway  Patrol  received  a  federal  COPS  Ahead  grant  to  fund  five  of  the  ten  new  officers 
approved  by  the  1995  legislature.  The  grant  required  matching  funds  from  the  State  of  Montana  and  that  the  positions 
would  continue  to  be  funded  with  state  funds  when  the  federal  grant  expired.  The  federal  match  has  decreased  gradually 
each  year  of  the  grant.  The  grant  expires  in  December  1998.  A  funding  switch  to  reduce  federal  authority  by  $35,984 
each  year  and  a  like  increase  in  state  special  funds  is  requested. 

LFD  Issue  -  This  executive  budget  proposal  replaces  federal  dollars  with  state  special  to  fund  FTE  originally 
established  with  a  federal  grant. 

DP  21319  -  Restore  Funding  for  Four  Officers  -  The  executive  recommends  funding  to  restore  four  Highway  Patrol 
officer  positions  left  unfunded  by  the  1997  legislature.  These  positions  were  originally  funded  with  time  restricted  federal 
funds.  The  recommended  level  of  funding  requested  from  the  state  special  revenue  account  is  $167,684  in  each  year  of 
the  biennium.  Projected  costs  are  based  on  the  fiscal  1999  pay  plan  and  reflect  a  cost  of  $41,921  per  officer  ($35,984 
personal  services,  $5,937  operating  expenses).  A  reduction  in  federal  authority  of  $143,936  per  year  should  occur, 
leaving  a  net  budget  increase  of  $23,748  per  fiscal  year. 

LFD  Comment  -  The  1997  legislature  rejected  a  similar  request  to  fund  seven  officer  positions  originally  funded 
from  federal  funds  with  state  money.  The  legislature  did  authorize  four  patrol  officers  if  federal  dollars  became 
available  during  the  1999  biennium.  Federal  funding  did  not  materialize  and  the  positions  remained  empty.  The 
MHP  again  requests  state  funding  for  these  positions. 

DP  21322  -  Funding  Switch  -  This  proposal  changes  the  funding  source  for  prisoner  per  diem  costs  from  highway  special 
revenue  to  general  fund,  an  increase  to  the  general  fund  of  $1,042,073  in  fiscal  2000  and  $1,083,606  in  fiscal  2001.  The 
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MHP  pays  the  cost  of  MHP  prisoners  placed  in  county  jails.  This  funding  switch  was  a  recommendation  of  the 
Transportation  Funding  Study  Committee  authorized  by  the  1997  legislature  (HB610)  to  study  the  long  term  funding 
structure  of  the  Highway  Special  Revenue  Fund. 

LFD  Comment  -  It  is  the  recommendation  of  the  Transportation  Funding  Study  Committee  that  only  those  MHP 
services  directly  related  to  public  safety  on  the  highways  should  be  funded  with  state  highway  funding.  Because 
prisoner  per  diem  in  only  indirectly  related  to  highway  safety  the  committee  felt  that  it  was  more  appropriate  as  a 
general  fund  expense. 

Language  Recommendations 

"The  department  is  authorized  to  transfer  the  retirement  contributions  provided  in  19-6-404,  MCA,  and  61-5-121(l)(a), 
MCA  in  fiscal  2000  and  fiscal  200 1  from  the  highway  patrol  retirement  clearing  account  in  the  state  special  revenue  fund 
to  the  Montana  highway  patrol  officers'  retirement  pension  fund.  An  appropriation  must  be  established  each  year  in  the 
amount  required  to  be  transferred,  up  to  the  amount  of  $750,000." 

LFD  Comment  -  This  language  does  not  establish  an  appropriation.  Therefore,  if  the  legislature  wishes  to  make  an 
appropriation,  a  suggested  change  in  the  final  sentence  is: 

"There  is  appropriated  from  the  highway  patrol  retirement  clearing  account  for  payments  to  the  Montana  highway  patrol 
pension  fund,  the  amount  required  for  this  transfer,  not  to  exceed  $750,000  per  fiscal  year." 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec  Budget 
Fiscal  2001 

Exec  Budget 
Fiscal  00-01 

FTE 

62.50 

00 

.00 

62.50 

.00 

.00 

62.50 

62.50 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

2,351,310 

958,953 

76,825 

2,146 

188,618 

82,021 

16,760 

0 

0 

125,000 

0 

0 

2,539,928 

1,165,974 

93,585 

2,146 

177,374 

87,188 

16,760 

0 

0 

125,000 

0 

0 

2,528,684 

1,171,141 

93,585 

2,146 

5,068,612 

2,337,115 

187,170 

4,292 

Total  Costs 

$3,389,234 

$287,399 

$125,000 

$3,801,633 

$281,322 

$125,000 

$3,795,556 

$7,597,189 

General  Fund 
State/Other  Special 
Federal  Special 

1,920,564 

340,438 

1,128,232 

262,463 
(3,611) 
28,547 

0 

0 

125,000 

2,183,027 

336,827 

1,281,779 

255,824 

(18,725) 

44,223 

0 

0 

125,000 

2,176,388 

321,713 

1,297,455 

4,359,415 

658,540 

2,579,234 

Total  Funds 

$3,389,234 

$287,399 

$125,000 

$3,801,633 

$281,322 

$125,000 

$3,795,556 

$7,597,189 

Program  Description 

The  Division  of  Criminal  Investigation  includes  the  administration,  management,  and  coordination  of  criminal 
investigative  services  performed  by  the  Investigations  Bureau,  the  Narcotics  Bureau,  and  the  Fire  Prevention  and 
Investigation  Bureau.  Criminal  investigators  conduct  criminal  investigations  of  homicide,  fraud,  robbery,  assault, 
corruption,  arson,  organized  crime,  dangerous  drug  activity,  and  other  felony  crimes.  The  program  activity  includes 
conducting  criminal  investigations  of  state  agencies  and  providing  investigative  training  to  law  enforcement  officers.  The 
division  also  has  specialized  criminal  investigation  units  for  the  following  fraud  investigation:  1)  workers'  compensation; 
2)  welfare;  3)  Medicaid;  and  4)  legislative  audits.  The  Fire  Prevention  and  Investigation  Bureau  is  responsible  for 
safeguarding  life  and  property  from  fire,  explosion,  and  arson  through  investigative,  inspection,  and  fire  code 
interpretation  and  enforcement  functions.  The  Division  of  Criminal  Investigation  operates  under  both  state  and  federal 
mandates. 

Funding 

The  Law  Enforcement  Division  is  composed  of  three  operational  bureaus.  The  Fire  Prevention  and  Investigation  Bureau 
is  funded  primarily  with  general  fund  (93  percent).  Fire  protection  and  permitting  state  special  revenue  funds  support  the 
balance  of  the  bureau  budget.  The  Identification  Bureau  is  100  percent  general  fund  supported.  The  Criminal 
Investigation  Bureau  is  primarily  supported  with  general  fund.  General  fund  is  also  used  as  the  50  percent  match  for  the 
federal  funds,  which  support  the  welfare  fraud  investigative  activities.  The  workers  compensation  state  special  revenue 
account  supports  the  Workers  Compensation  Fraud  Investigation  and  Prosecution  Unit. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

158,618 

2,155 

42,526 

147,374 

2,038 

46,106 

Total  Statewide  Adjustments 

$203,299 

$195,518 

Present  Law  Adjustments 

11801     Base  Budget  Adjustments  -  DCI 

00 

39,278 

84,100 

.00 

37,000 

85,804 

Total  PL  Adjustments 

00 

$39,278 

$84,100 

.00 

$37,000 

$85,804 

Present  Law  Adjustments  Total 

$287,399 

$281,322 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.   Statewide 
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adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  Personal  services  are  increased  by  8  percent  in  fiscal  2000  and  7  percent  in  fiscal  2001.  Vacancy 
savings  of  approximately  $71,000  per  year  are  included  in  the  executive  budget. 

DP  1 1801  -  Base  Budget  Adjustments-DCI  -  The  division  has  consolidated  all  present  law  adjustments  into  one  decision 
package.  The  legislature  may  wish  to  examine  each  separately.  While  the  budget  shows  a  total  increase  of  about 
$170,000  over  the  biennium,  this  figure  includes  a  reduction  of  almost  $50,000  due  to  consolidation  of  computer 
purchases  in  another  division. 

1)  The  division  requests  an  overtime  budget  of  $30,000  to  meet  investigative  requirements.  Operational  requirements 
inherent  to  investigations  do  not  successfully  work  within  the  restrictions  established  by  the  FLSA. 

2)  The  division  leases  field  office  space  in  various  cities  throughout  the  state.  The  Department  of  Justice  consolidated 
office  space  in  Billings  in  April  1998,  and  states  it  plans  to  consolidate  office  space  in  Missoula  in  1999.  An  increase  in 
rent  of  $61,809  in  fiscal  2000  and  $63,513  in  fiscal  2001  is  requested. 

3)  The  division  requests  replacement  of  six  vehicles  per  year,  one  more  per  year  from  fiscal  1998.  An  annual  increase  of 
$16,760  is  requested. 

Present  law  reductions  of  $24,469  that  was  spent  on  computer  hardware  are  removed  each  year.  Computer  replacement 
costs  for  the  division  in  the  2001  biennium  are  part  of  the  department  request  included  in  the  budget  of  the  Justice 
Information  Services  Division. 

LFD  Issue  -  Statewide  present  law  adjustments  show  total  increases  of  $203,299  for  fiscal  2000  and  $195,518  for 
fiscal  2001,  However,  funding  adjustments  show  a  decrease  in  state  special  and  federal  funds  by  approximately 
$20,000  in  fiscal  2000  and  $23,000  in  fiscal  2001.  This  is  a  significant  funding  shift  to  general  fund  from  other 
funding  sources  without  legislative  review.  The  division  should  explain  why  other  funds  are  decreasing  and  why  it 
is  justified  to  replace  the  decreases  with  general  fund. 

LFD  Issue  -  This  program  is  requesting  a  present  law  increase  for  rent  of  over  $60,000  each  fiscal  year  of  the  1999 
biennium.  Much  of  the  increase  is  associated  with  new  office  space  in  Billings  acquired  in  1998  and  new  space 
proposed  for  Missoula  in  1999.  While  not  questioning  the  need  for  new  space,  it  is  a  substantial  commitment  of 
state  funds,  which  the  legislature  is  expected  to  fund  after  the  new  lease  has  been  entered  into  and  with  no  prior 
legislative  approval.  Decisions  with  such  significant  impact  should  be  brought  before  the  legislature  prior  to 
entering  into  binding  agreements. 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

21814     Legislative  Contract  Authority 
Total  New  Proposals 

.00 
00 

0 
$0 

125,000 
$125,000 

00 
00 

0 
$0 

125,000 
$125,000 

New  Proposals 

DP  21814  -  Legislative  Contract  Authority  -  The  Division  of  Criminal  Investigation  requests  legislative  contract  authority 

of  $125,000  each  year  in  the  event  it  receives  federal  grants. 

LFD  Comment  -  Please  see  the  LFD  Issue  on  LCA  in  the  agency  section. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 
Adjustment 
Fiscal  2000 

New 
Proposals 

Fiscal  2000 

Total 
Exec.  Budget 

Fiscal  2000 

PL  Base 
Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

21.05 

.20 

.00 

21.25 

.20 

.00 

21.25 

21.25 

Personal  Services 
Operating  Expenses 

1,484,187 
17 

97,867 
(17) 

0 
0 

1,582,054 

0 

134,131 
(17) 

0 
0 

1,618,318 
0 

3,200,372 
0 

Total  Costs 

$1,484,204 

$97,850 

$0 

$1,582,054 

$134,114 

$0 

$1,618,318 

$3,200,372 

General  Fund 

1,484,204 

97,850 

0 

1,582,054 

134,114 

0 

1,618,318 

3,200,372 

Total  Funds 

$1,484,204 

$97,850 

$0 

$1,582,054 

$134,114 

$0 

$1,618,318 

$3,200,372 

Program  Description 

The  County  Attorney  Payroll  program  pays  one- half  the  salary  and  benefits  of  the  56  county  attorneys  from  the  state 
general  fund,  as  required  by  Section  7-4-2502,  MCA. 

Funding 

The  County  Attorney  Payroll  program  is  entirely  funded  from  the  general  fund,  as  required  by  Section  7-4-2502,  MCA. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Fixed  Costs 

48,274 
0 

48,036 
0 

Total  Statewide  Adjustments 

$48,274 

$48,036 

Present  Law  Adjustments 

1 1901     Base  Budget  Adjust.  -County  Attorney  Pay 

20 

49,576 

49,576 

.20 

86,078 

86,078 

Total  PL  Adjustments 

.20 

$49,576 

$49,576 

.20 

$86,078 

$86,078 

Present  Law  Adjustments  Total 

$97,850 

$134,114 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  11901  -  Base  Budget  Adjust.  -Co.  Attorney  Pay  -  Section  7-4-2503,  MCA,  establishes  the  calculation  for  county 
attorney  salary  levels.  This  section  allows  counties  to  grant  cost-of-living  (COLA)  increases  to  county  attorneys.  The 
COLA  adjustment  for  county  officials'  salaries  as  determined  by  the  Bureau  of  Business  and  Economic  Research  at  the 
University  of  Montana  will  be  2.3  percent  for  fiscal  1999.  This  COLA  is  maintained  for  the  2001  biennium.  A  2.3 
percent  annual  COLA  is  requested  for  county  attorney  salaries  at  a  cost  of  $35,473  in  fiscal  2000  and  $71,762  in  fiscal 
2001. 

In  addition,  Blaine  County  will  increase  their  county  attorney  to  a  full  time  position  from  a  0.60  FTE  part  time  position. 
The  state  pays  half  of  this  increase,  an  adjustment  of  $14,145  in  fiscal  2000  and  $14,357  in  fiscal  2001. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

11.50 

.00 

00 

11.50 

.00 

00 

11.50 

11.50 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Debt  Service 

410,018 

468,502 

0 

0 

80,981 

34,882 

30,792 

0 

0 

3,600 

0 
211,000 
0 
0 
0 

444,900 

710,294 

0 

0 

84,581 

32,548 

30,781 

0 

0 

3,600 

0 
1 80,500 
0 
0 
0 

442,566 

679,783 

0 

0 

84,581 

887,466 

1,390,077 

0 

0 

169,162 

Total  Costs 

$959,501 

$69,274 

$211,000 

$1,239,775 

$66,929 

$180,500 

$1,206,930 

$2,446,705 

General  Fund 
State/Other  Special 
Federal  Special 

959,501 
0 
0 

69,274 
0 
0 

61,000 

50,000 

100,000 

1,089,775 

50,000 
100,000 

66,929 
0 
0 

30,500 

50,000 

100,000 

1,056,930 

50,000 

100,000 

2,146,705 
100,000 
200,000 

Total  Funds 

$959,501 

$69,274 

$211,000 

$1,239,775 

$66,929 

$180,500 

$1,206,930 

$2,446,705 

Program  Description 

The  Montana  Law  Enforcement  Academy  provides  a  professional  education  and  training  program  in  criminal  justice  for 
Montana  law  enforcement  officers  and  other  criminal  justice  personnel.  The  academy  provides  an  annual  curriculum 
specifically  designed  to  meet  the  needs  of  the  adult  and  juvenile  criminal  justice  systems. 

Funding 

The  Law  Enforcement  Academy  is  funded  primarily  with  general  fund,  with  some  state  and  federal  grant  monies.  The 
academy  charges  tuition  for  certain  classes,  particularly  specialized  courses.  All  tuition  fees  are  deposited  in  the  general 
fund. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

34,882 

371 

3,983 

32,548 

371 

3,972 

Total  Statewide  Adjustments 

$39,236 

$36,891 

Present  Law  Adjustments 

1 2201     Base  Budget  Adjustments  -  LEAD 

.00 

30,038 

30,038 

.00 

30,038 

30,038 

Total  PL  Adjustments 

.00 

$30,038 

$30,038 

.00 

$30,038 

$30,038 

Present  Law  Adjustments  Total 

$69,274 

$66,929 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  Personal  services  increased  by  8.5  percent  in  fiscal  2000  and  7.3  percent  in  fiscal  2001.  Vacancy 
savings  of  approximately  $12,500  per  year  are  included  in  the  executive  budget.  The  division  has  included  all 
present  law  adjustments  in  one  decision  package.  The  legislature  may  wish  to  examine  the  proposed  adjustments 
separately. 
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DP  12201  -  Base  Budget  Adjustments  -  LEAD  -  Significant  proposed  increases  in  base  budget  categories  include:  1) 
$8,000  per  year  for  utility  costs;  2)  temporary  contracted  clerical  assistance,  to  assist  with  administrative  and  bookkeeping 
tasks  during  the  peak  instructional  periods,  of  $5,200  per  year;  and  3)  $11,000  per  year  for  unanticipated  advanced 
training  programs  that  arise  on  short  notice  (and  which  in  turn  generate  offsetting  tuition  revenue,  which  is  deposited  to 
the  general  fund).  The  total  present  law  adjustment  for  each  year  of  the  2001  biennium  is  $30,038. 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

22212 
22213 
22214 
22215 
22216 

Substance  Abuse  Prevention  Education 
Insurance  &  Loss  Prevention  Maintenance 
Maintenance/Improvement  at  MLEA 
Legislative  Contract  Authority 
Increase  Basic  Training  to  12  Weeks 

Total  New  Proposals 

.00 
.00 
.00 

.00 
00 

00 

18,000 
12,500 
12,500 
0 
18,000 

$61,000 

18,000 
12,500 
12,500 
150,000 
18,000 

$211,000 

.00 
.00 
.00 
.00 
.00 

.00 

0 
0 

12,500 
0 

18,000 

$30,500 

0 

0 

12,500 

150,000 

18,000 

$180,500 

New  Proposals 

DP  22212  -  Substance  Abuse  Prevention  Education  -  A  substance  abuse  prevention  education  program  is  one  that  is 
designed  to  train  law  enforcement  officers  to  be  more  involved  with  youth  and  the  communities.  This  program  would  be 
offered  every  other  year  at  a  general  fund  cost  of  $18,000  in  fiscal  2000. 

LFD  Comment  -  If  the  legislature  funds  this  request,  it  may  wish  to  require  a  report  on  the  program  goals  and 
effectiveness.  The  legislature  may  also  wish  the  department  to  report  on  how  this  program  differs  from  DARE. 

DP  22213  -  Insurance  &  Loss  Prevention  Maintenance  -  This  proposal  funds  campus  maintenance  projects  at  the  law 
enforcement  academy  that  could  not  be  funded  or  otherwise  accomplished  during  the  recent  renovation  of  the  buildings 
and  grounds  of  the  old  Mountain  View  School  campus.  Some  of  the  maintenance  items  include  replacement  of  a  gasoline 
generator,  alarm  system  improvements,  replacement  of  overhead  wiring  between  the  school  building  and  the  gymnasium, 
and  inspections  of  wood  and  plank  bridges.  The  $12,500  is  requested  for  fiscal  2000. 

LFD  Comment  -  Because  of  its  one-time  nature,  the  legislature  may  wish  to  designate  this  adjustment  as  one-time 
only. 

* 

DP  22214  -  Maintenance/Improvement  at  MLEA  -  The  executive  requests  $12,500  general  fund  each  year  of  the  2001 
biennium  to  fund  ongoing  academy  maintenance  needs,  including  replacement  of  kitchen  appliances  and  compressors  for 
walk-in  coolers  and  freezer,  exterior  painting,  perimeter  fencing,  and  cleaning  up  and  converting  abandoned  outbuildings 
to  safe  outdoor  training  sites. 

DP  222 1 5  -  Legislative  Contract  Authority  -  The  academy  requests  LCA  authority  of  $300,000  for  the  biennium  in  the 
event  federal  grants  are  received. 

LFD  Issue  -  Please  see  the  LFD  Issue  on  LCA  authority  in  the  Agency  section. 

DP  22216  -  Increase  Basic  Training  to  12  Weeks  -  General  fund  of  $18,000  each  year  of  the  2001  biennium  is  requested 
to  extend  the  entry-level  certification-training  course  for  new  police  officers  from  the  current  length  of  11  weeks  to  12 
weeks.  A  12-week  session  would  add  training  time  and  new  training  topics.  The  Peace  Officers  Standards  and  Training 
Advisory  Council  and  the  Joint  Law  Enforcement  Committee  on  Academy  Curriculums  and  Facilities  would  select  the 
actual  topics.  New  topics  may  include  accident  investigation,  DNA  evidence,  and  specialized  enforcement. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

11.25 

00 

.00 

11.25 

.00 

.00 

11.25 

11  25 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

435,140 

114,202 
0 
0 

18,421 

10,599 

0 

0 

0 
0 
0 
0 

453,561 

124,801 
0 
0 

16,574 

(42,459) 

0 

0 

0 
0 
0 
0 

451,714 

71,743 

0 

0 

905,275 

196,544 

0 

0 

Total  Costs 

$549,342 

$29,020 

$0 

$578,362 

($25,885) 

$0 

$523,457 

$1,101,819 

General  Fund 
State/Other  Special 
Proprietary 

238,380 

300,459 

10,503 

15,191 

12,732 

1,097 

0 
0 
0 

253,571 

313,191 

11,600 

(8,966) 

(16,918) 

(1) 

0 
0 
0 

229,414 
283,541 

10,502 

482,985 

596,732 

22,102 

Total  Funds 

$549,342 

$29,020 

$0 

$578,362 

($25,885) 

$0 

$523,457 

$1,101,819 

Program  Description 

The  Central  Services  Division  provides  the  administrative,  personnel,  budgetary,  accounting,  and  fiscal  support  for  the 
Department  of  Justice.  The  program  also  administers  the  County  Attorney  Payroll  and  Transportation  of  Prisoners 
program  expenditures 

Funding 

The  Central  Services  Division  operations  are  supported  by  a  direct  allocation  from  the  four  major  funds  that  support  the 
Department  of  Justice  in  proportion  to  their  total  budgeted  costs. 

LFD  Issue  -  Since  this  division  is  funded  based  upon  the  funding  in  the  department,  and  because  certain  funding  shifts  to 
the  general  fund  are  requested,  the  legislature  may  wish  to  fund  this  division  after  all  other  funding  decisions  for  the 
department  are  made. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

18,421 
(4,242) 
18,812 

16,574 

(4,212) 

(34,276) 

Total  Statewide  Adjustments 

$32,991 

($21,914) 

Present  Law  Adjustments 

1 280 1     Base  budget  adjustments-CSD 

.00 

(1,748) 

(3,971) 

.00 

(1,748) 

(3,971) 

Total  PL  Adjustments 

00 

($1,748) 

($3,971) 

.00 

($1,748) 

($3,971) 

Present  Law  Adjustments  Total 

$29,020 

($25,885) 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  Present  law  personal  services  increase  over  the  base  year  by  4  percent  in  fiscal  2000  and  3.6 
percent  in  fiscal  2001.  Vacancy  savings  of  approximately  $12,900  per  fiscal  year  are  removed  from  the  proposed 
budget. 
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DEPARTMENT  OF  JUSTICE 28-CENTRAL  SERVICES  DIVISION 

DP  12801  -  Base  budget  adjustments-CSD  -  Present  Law  Base  adjustments  occur  in  two  areas.  The  Central  Services 
Division  has  recently  organized  a  formalized  in-house  basic  training  function  for  Department  of  Justice  employees. 
Increased  training  supplies  of  $1,425  are  requested.  A  present  law  reduction  of  $5,396  per  year  for  computer  purchases 
are  removed  from  the  division  budget.  A  department  budget  for  computer  hardware/software  will  be  submitted  under  the 
Justice  Information  Systems  Division. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 

Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

34.00 

.00 

9.00 

43.00 

.00 

9.00 

43.00 

43.00 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

1,224,189 

1,036,968 

7,295 

31,445 

112,895 

446,273 

0 

0 

361,779 

543,358 

14,000 

0 

1,698,863 

2,026,599 

21,295 

31,445 

105,544 

446,937 

0 

0 

359,243 

378,192 

0 

0 

1,688,976 

1,862,097 

7,295 

31,445 

3,387,839 

3,888,696 

28,590 

62,890 

Total  Costs 

$2,299,897 

$559,168 

$919,137 

$3,778,202 

$552,481 

$737,435 

$3,589,813 

$7,368,015 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

1,914,320 

385,577 

0 

0 

304,286 

231,886 

2,568 

20,428 

406,044 
0 

513,093 
0 

2,624,650 

617,463 

515,661 

20,428 

297,599 

231,886 

2,568 

20,428 

389,117 
0 

348,318 
0 

2,601,036 

617,463 

350,886 

20,428 

5,225,686 

1,234,926 

866,547 

40,856 

Total  Funds 

$2,299,897 

$559,168 

$919,137 

$3,778,202 

$552,481 

$737,435 

$3,589,813 

$7,368,015 

Program  Description 

The  Justice  Information  Systems  Division  provides  a  full  range  of  information  technology  and  criminal  justice  services 
for  the  Department  of  Justice  including:  1)  system  development  and  maintenance  of  the  motor  vehicle  registration  system; 
2)  the  driver  history  system;  3)  the  criminal  history  record  information  system  and  the  Montana  Uniform  Crime  Reporting 
System;  4)  support  for  the  Department  of  Justice  computer  system;  5)  identification  services  for  the  criminal  justice 
community  through  criminal  history  record  checking  and  fingerprint  processing;  and  6)  system  development  and  support 
for  the  Criminal  Justice  Information  Network  (CJTN).  CJTN  links  law  enforcement/criminal  justice  agencies  with 
information  sources  at  local,  state,  and  national  levels  by  interfacing  with  the  National  Law  Enforcement 
Telecommunications  System,  the  National  Crime  Information  Center  (NCIC),  and  numerous  State  of  Montana  files. 

Funding 

Operating  costs  of  the  CJTN  network  are  partially  supported  by  the  CJTN  state  special  revenue  account,  which  receives 
revenue  from  fees  charged  to  user  agencies.  General  fund  subsidizes  the  network.  The  balance  of  the  Computer  Services 
and  Planning  Division  is  supported  with  general  fund. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

112,895 
(3,303) 

76,300 

105,544 
(2,884) 
83,409 

Total  Statewide  Adjustments 

$185,892 

$186,069 

Present  Law  Adjustments 

1 290 1     Base  Budget  Adjustments  -  JISD 

00 

207,817 

373,276 

.00 

200,953 

366,412 

Total  PL  Adjustments 

.00 

$207,817 

$373,276 

.00 

$200,953 

$366,412 

Present  Law  Adjustments  Total 

$559,168 

$552,481 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 
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LFD  Comment  -  Vacancy  savings  of  approximately  $48,000  per  year  are  included  in  the  proposed  budget.  The 
division  has  consolidated  all  present  law  adjustments  in  one  decision  package.  The  legislature  may  wish  to 
examine  significant  adjustments  separately.  Also,  while  the  division  budget  shows  an  increase  of  about  $1.1  million 
over  the  base  budget,  it  includes  consolidation  of  the  computer  purchases  of  several  divisions. 

DP  12901  -  Base  Budget  Adjustments  -  JISD  -  Significant  present  law  adjustments  include: 

1)  $3,200  per  year  for  part-time  personnel; 

2)  $1,000  per  year  for  a  consultant  for  dental  classification  and  identification  for  the  Missing  Persons  Program; 

3)  $5,000  per  year  to  replenish  supplies; 

4)  $6,000  in  fiscal  2000  for  office  supplies; 

5)  $7,500  for  travel,  including  out-of-state  travel; 

6)  $3,892  in  fiscal  2000  and  $3,678  in  fiscal  2001  to  lease  one  vehicle; 

7)  $5,000  in  each  fiscal  year  for  technical  education  and  training  of  staff,  including  new  employees;  and 

8)  $2,000  in  fiscal  2000  and  $1,500  in  fiscal  2001  to  advertise  for  development  staff. 

9)  Computer  Hardware  -  All  of  the  department's  desktop  computer  equipment  requests  are  being  consolidated  within  this 
program  budget.  The  department  has  stated  its  intentions  to  undertake  a  four-year  replacement  cycle  of  existing 
equipment,  as  recommended  by  the  Department  of  Administration.    The  division  would  enter  into  a  lease  purchase 

agreement  with  a  private  vendor  to  provide 
this  service.  The  estimated  yearly  cost  is 
$335,125,  of  which  $169,666  is  general 
fund.  Reductions  in  this  category 
throughout  the  various  divisions  totaled 
$294,019,  of  which  $220,409  was  general 
fund. 

LFD  Comment  -  Table  3  summarizes 
the  computer  hardware  funds 
transferred  from  other  department 
programs  into  the  budget  of  the 
Information  Systems  Division.  As 
shown  in  the  table,  base  budget 
adjustments  totaling  $293,482  in  fiscal 
2000  and  $294,522  in  fiscal  2001  from 
all  divisions  were  combined  into  one 
base  budget  for  computer  hardware 
purchases.  This  amount  was  increased 
by  $41,643  in  fiscal  2000  to  establish  the 
actual  request  of  $335,125. 


Table  3 

Department  of  Justice 

Computer  Hardware  Proposed  Budget 

Fiscal  98 

Fiscal  00 

Fiscal  00 

Fiscal  01 

Fiscal  01 

Base 

Adj 

Budget 

Adj 

Budget 

Program 

Legal  Services 

$34,576 

($34,576) 

$0 

($34,576) 

$0 

Gambling  Control 

30,164 

(30,164) 

0 

(30,164) 

0 

Motor  Vehicle  Div 

140,048 

(140,048) 

0 

(140,048) 

0 

Highway  Patrol 

91,131 

(46,757) 

44,374 

(46,757) 

44,374 

Criminal  Investigation 

40,586 

(24,469) 

16,117 

(24,469) 

16,117 

county  Art  Payroll 

0 

0 

0 

0 

0 

Law  Enf  Acadamey 

1,913 

0 

1,913 

0 

1,913 

Central  Services 

5,396 

(5,396) 

0 

(5,396) 

0 

Ext  &  Transp  Prisoners 

0 

0 

0 

0 

0 

Information  Systems 

13,112 

(13,112) 

(13,112) 

Forensics 

1,798 

1,040 

2,838 

0 

1,798 

Total 

$358,724 

-$293,482 

$65,242 

-$294,522 

$64,202 

Computer  Hardware  Budget 

$0 

$335,125 

$335,125 

$335,125 

$335,125 

Agency  Total 

$358,724 

$41,643 

$400,367 

$40,603 

$399,327 
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New  Proposals 
Description 

Fiscal  2000 
Fiscal  2000              General 
FTE                     Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
Fiscal  2001              General 
FTE                     Fund 

Fiscal  2001 
Total 
Funds 

22911     Criminal  Justice  Initiatives 

229 1 6  Legislative  Contract  Authority 

22917  Systems  Development  Programming  Sup 

Total  New  Proposals 

7.00                 321,514 

.00                            0 

2.00                   84,530 

9.00               $406,044 

534,607 

300,000 

84,530 

$919,137 

7.00                 304,491 

.00                            0 

2.00                   84,626 

9  00               $389,117 

352,809 

300,000 

84,626 

$737,435 

New  Proposals 

DP  2291 1  -  Criminal  Justice  Initiatives  ■ 

•  The  executive  recommends  additional  funds  for  the  Criminal  Justice  Information 

System  (CJIS)  at  a  general  fund  cost  of  $321,514  in  fiscal  2000  and  $304,491  in  fiscal  2001.  A  federal  grant  would 
provide  $213,093  in  fiscal  2000  and  $48,318  in  fiscal  2001.  Federal  mandates  have  forced  the  state  to  plan  for  substantial 
improvements  to  its  information  system  for  fiscal  2000.  The  request  includes  7.0  FTE  as  follows. 

1)  Montana  Criminal  Justice  Information  Services  Project  -  In  1997  and  1998,  the  department  received  federal  funds  to 
begin  the  oversight  and  management  of  future  CJIS  upgrades.  This  request  of  1 .00  FTE  is  to  continue  this  position  into 
the  2001  biennium.  Total  request  $71,360  in  fiscal  2000  and  $66,263  in  fiscal  2001  (approximately  30  percent  is  general 
fund,  the  balance  federal). 

2)  Upgrade  of  the  State  Law  Enforcement  Message  Switcher  -  In  1998,  the  DOJ  began  implementation  of  the  new 
message  switcher  and  workstation  software  for  the  Criminal  Justice  Information  Network  (CJTN).  This  request  is  for  6.00 
FTE  and  the  associated  funding  as  follows:  1)  2.00  FTE  to  address  the  increase  in  training  and  audit  requirements;  2)  2.00 
FTE  help  desk  positions  to  support  a  seven  day  week,  24  hour  operation;  3)  1.00  FTE  database  administrator  to  monitor 
the  status  of  data  processing;  and  4)  1 .00  FTE  network  support  position  to  assist  local  networks.  Total  request  is  general 
fund  of  $301,609  in  fiscal  2000  and  $286,546  in  fiscal  2001. 

3)  Replacement  of  the  Criminal  History  Records  System  (CHRS)  -  The  DOJ  is  currently  developing  an  enhanced 
Criminal  History  Records  System  with  the  assistance  of  U.S.  DOJ  Bureau  of  Justice  Statistics  grant  program.  DOJ  is 
requesting  spending  authority  for  the  portion  of  fourth-year  NCHIP  funds  that  may  be  extended  into  the  next  biennium. 
The  total  request  is  $120,000  federal  in  fiscal  2000. 

4)  Sex  Offender  Registry  Grant  Application  -  The  1997  legislature  moved  the  responsibility  for  the  sex  offender  registry 
from  the  Department  of  Corrections  (DOC)  to  the  DOJ.  Federal  funds  will  be  used  to  make  modifications  needed  to 
reflect  the  new  federal  National  Sex  Offender  Registry,  and  rewriting  of  the  FBI  interface  pursuant  to  federal  notification 
requirements  to  be  established  with  the  new  federal  registry.  The  total  request  is  $44,800  federal  funds  in  fiscal  2000. 

LFD  Comment  -  The  division  has  upgraded  the  existing  justice  data  systems  using  present  law  general  fund  and 
various  federal  grants  over  the  past  two  biennia.  In  this  request  the  general  fund  is  for  the  7.0  FTE  to  support  and 
maintain  the  data  systems,  which  were  developed  with  federal  dollars.  The  federal  portion  of  the  request  is  for 
ongoing  contract  payments  to  the  private  contractor  hired  to  assist  in  upgrading  the  criminal  history  records.  The 
legislature  should  be  aware  that  these  positions  are  not  required  for  the  development  or  upgrade  of  existing 
systems. 

DP  22916  -  Legislative  Contract  Authority  -  The  executive  requests  $300,000  each  year  in  LCA  authority  in  the  event 
federal  grants  are  received. 

LFD  Issue  -  Please  see  the  LFD  Issue  on  LCA  authority  in  the  Agency  section. 

DP  22917  -  Systems  Development  Programming  Sup  -  Add  2.00  FTE  systems  development  programming  staff  to  help 
with  the  8+  year  backlog 
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The  DOJ  operates  24  hours-a-day,  7  days-a-week  law  enforcement  systems.  The  systems  support  every  law  enforcement 
officer  in  the  state,  all  county  treasurers,  the  title  and  registration  bureau,  and  all  the  driver  exam  stations.  This 
recommendation  is  for  general  fund  of  $84,530  in  fiscal  2000  and  $84,626  in  fiscal  2001  for  programming  staff  to  address 
backlog  issues. 
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Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

1.00 

00 

(.50) 

.50 

00 

(.50) 

50 

.50 

Personal  Services 
Operating  Expenses 

0 

164,587 

23,777 
(24,430) 

(10,267) 
(5,657) 

13,510 
134,500 

23,621 
(24,269) 

(10,191) 
(5,818) 

13,430 
134,500 

26,940 
269,000 

Total  Costs 

$164,587 

($653) 

($15,924) 

$148,010 

($648) 

($16,009) 

$147,930 

$295,940 

General  Fund 

164,587 

(653) 

(15,924) 

148,010 

(648) 

(16,009) 

147,930 

295,940 

Total  Funds 

$164,587 

($653) 

($15,924) 

$148,010 

($648) 

($16,009) 

$147,930 

$295,940 

Program  Description 

The  Extradition  and  Transportation  of  Prisoners  program  reimburses  county  sheriffs  for  allowable  expenses  associated 
with  transporting  prisoners  to  Montana  detention  centers  and  for  expenses  of  extraditing  prisoners  to  Montana. 

Funding 

This  program  is  funded  entirely  by  the  general  fund. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 

23,777 

23,621 

Total  Statewide  Adjustments 

$23,777 

$23,621 

Present  Law  Adjustments 

1 300 1     Base  Budget  Adjustments  -  TOP 

.00 

(24,430) 

(24,430) 

.00 

(24,269) 

(24,269) 

Total  PL  Adjustments 

00 

($24,430) 

($24,430) 

.00 

($24,269) 

($24,269) 

Present  Law  Adjustments  Total 

($653) 

($648) 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  13001  -  Base  Budget  Adjustments  -  TOP  -  These  adjustments  would  redistribute  expenditures  to  reflect  anticipated 
activity  in  this  program.  Last  year,  one  FTE  was  added  to  coordinate  the  shuttle  activity  involved  in  transportation  of 
prisoners  within  the  state  and  between  nearby  states.  In  fiscal  1998,  the  decision  was  made  to  contract  with  Gallatin 
County  to  provide  this  service.  Consequently,  there  were  no  expenditures  within  personal  services.  These  adjustments 
would  restore  personal  services  and  reduce  contracted  services.  Each  year,  the  decision  of  whether  to  hire  an  individual  or 
contract  with  a  county  will  be  made.  Vacancy  savings  of  $653  in  fiscal  2000  and  $648  in  fiscal  2001  reflect  the  difference 
between  the  contract  services  reduction  and  the  proposed  personal  services. 
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New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

23001     Transfer  0  50  FTE 
Total  New  Proposals 

(50) 
(.50) 

(15,924) 

($15,924) 

(15,924) 
($15,924) 

(50) 
(50) 

(16,009) 
($16,009) 

(16,009) 
($16,009) 

New  Proposals 

DP  23001  -  Transfer  0.50  FTE  -  The  executive  recommends  a  transfer  of  0.50  FTE  and  associated  costs  of  the 
transportation  coordinator  position  from  the  Department  of  Justice  to  the  Department  of  Corrections.  The  general  fund 
reduction  is  $15,924  in  fiscal  2000  and  $16,009  in  fiscal  2001. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 
Fiscal  1998 

PL  Base 
Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 
Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

22.00 

.00 

2.00 

24.00 

.00 

2.00 

24.00 

24.00 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

1,151,265 

420,347 

131,796 

0 

22,796 

216,452 

71,704 

4,044 

77,052 

106,910 

0 

0 

1,251,113 

743,709 

203,500 

4,044 

18,333 
215,837 
102,204 

4,044 

76,513 

104,910 

0 

0 

1,246,111 

741,094 

234,000 

4,044 

2,497,224 

1,484,803 

437,500 

8,088 

Total  Costs 

$1,703,408 

$314,996 

$183,962 

$2,202,366 

$340,418 

$181,423 

$2,225,249 

$4,427,615 

General  Fund 
State/Other  Special 
Federal  Special 

1,407,137 

256,122 

40,149 

317,022 

378 

(2,404) 

0 
46,705 
137,257 

1,724,159 
303,205 
175,002 

342,479 

378 

(2,439) 

0 
44,412 
137,011 

1,749,616 
300,912 
174,721 

3,473,775 
604,117 
349,723 

Total  Funds 

$1,703,408 

$314,996 

$183,962 

$2,202,366 

$340,418 

$181,423 

$2,225,249 

$4,427,615 

Program  Description 

The  Forensic  Science  Division,  which  includes  the  State  Crime  Lab  in  Missoula  and  the  State  Medical  Examiner,  provides 
for  a  statewide  system  of  death  investigation,  forensic  science  training,  and  scientific  criminal  investigation  and  analysis 
for  specimens  submitted  by  law  enforcement  officials,  coroners,  and  state  agencies.  The  division  tests  firearms, 
toolmarks,  hair,  fiber,  drugs,  blood,  body  fluids,  and  tissues.  The  laboratory  also  analyzes  blood,  breath,  and  urine 
samples  in  connection  with  driving  under  the  influence  of  alcohol  or  drugs  (DUI)  and  provides  the  certification, 
maintenance,  and  training  of  all  law  enforcement  personnel  on  breath  testing  instruments. 

Funding 

The  Forensic  Science  Division  is  primarily  supported  with  general  fund,  which  funds  82  percent  of  the  budget.  The 
division  receives  approximately  $300,000  of  earmarked  alcohol  tax  annually  for  the  laboratory  testing  and  intoxilizer 
equipment  maintenance  done  by  the  State  Crime  Lab  for  the  DUI  enforcement  program.  A  Montana  Board  of  Crime 
Control  federal  grant  supports  70  percent  of  a  forensic  scientist  position.  The  federal  funds  require  a  25  percent  general 
fund  match,  which  is  intended  to  come  from  the  present  law  general  fund  appropriations. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  200 
FTE 

1 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

22,796 

352 

12,262 

18,333 

329 

12,270 

Total  Statewide  Adjustments 

$35,410 

$30,932 

Present  Law  Adjustments 

1 3201     Base  Budget  Adjustments  -  FSD 

.00 

279,586 

279,586 

.00 

309,486 

309,486 

Total  PL  Adjustments 

.00 

$279,586 

$279,586 

.00 

$309,486 

$309,486 

Present  Law  Adjustments  Total 

$314,996 

$340,418 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  Personal  services  are  increased  by  less  than  2  percent  per  year.  Vacancy  savings  of  $36,000  per 
year  are  included  in  the  executive  budget. 
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DP  13201  -  Base  Budget  Adjustments  -  FSD  -  Rent  -  The  division  currently  leases  space  from  St.  Patrick  Hospital  at  their 
Broadway  Building.  St.  Patrick  Hospital  is  in  the  process  of  a  major  building  project,  which  requires  the  demolition  of  the 
Broadway  Building.  Consequently,  the  Forensic  Science  Division  will  move.  There  is  approximately  22,000  square  feet 
allocated  for  the  forensic  laboratory.  The  cost  per  square  foot  is  $12.50  or  $275,000  each  year.  An  annual  increase  of 
$196,367  for  the  difference  between  current  and  projected  costs  is  requested. 

Debt  Service  -  The  division  entered  into  a  three-year  lease  agreement  in  fiscal  1999  for  a  copy  machine  at  a  cost  of  $4,044 
per  year. 

Equipment  -  Present  law  adjustments  for  equipment  total  $71,704  in  fiscal  2000  and  $102,204  in  fiscal  2001  over  fiscal 
1998  expenditures.  Table  4  lists  the  total  equipment  requested  for  the  2001  biennium. 


Table  4 

Forensics  Division 

2001  Biennium  Equipment  Request 

FY  2000 

FY  2001 

Gas  chromatograph/Mass  Selective  Detector  &  Autosampler 

$90,000 

$0 

Computer  Upgrade  for  Gas  chromatograph 

7,500 

0 

Infrared  Microscope  Spectrophotometer 

0 

90,000 

Intoxilyzer  Instruments 

50,000 

50,000 

High  Speed  Centrifuge 

0 

6,000 

Gas  chromatograph  with  Nitrogen  Phosphorus  Detector 

0 

48,000 

Energy  Dispersive  X-Ray  Detector 

50,000 

0 

Immunoassay  Analyzer 

0 

20,000 

Evaporator  dry  down  station 

6,000 

0 

Mini  Panel  Chemistry  Analyzer 

0 

20,000 

TOTAL 

$203,500 

$234,000 
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New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  200C 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

23210 
23211 
23217 

Toxicology  Lab  Technician 
Chemist  Position  for  Drug  Analysis 
Legislative  Contract  Authority 

Total  New  Proposals 

1  00 
1.00 

.00 

2.00 

0 
0 
0 

$0 

30,738 

53,224 

100,000 

$183,962 

1.00 

1.00 

.00 

2.00 

0 
0 
0 

$0 

28,550 

52,873 

100,000 

$181,423 

New  Proposals 

DP  23210  -  Toxicology  Lab  Technician  -  The  executive  recommends  adding  1 .00  FTE  toxicology  lab  technician,  funded 
from  earmarked  alcohol  tax  funds  of  $30,738  in  fiscal  2000  and  $28,550  in  fiscal  2001.  The  FTE  would  do  much  of  the 
routine  preparation/cleanup  to  reduce  the  time  forensic  scientists  spend  on  these  tasks. 

DP  2321 1  -  Chemist  Position  for  Drug  Analysis  -  This  request  would  continue  a  1.00  FTE  chemist  position  added  in  fiscal 
1999  by  an  ongoing  grant  from  the  Board  of  Crime  Control.  This  position  is  funded  with  70%  federal  funds  and  30% 
alcohol  funds. 

DP  23217  -  Legislative  Contract  Authority  -  The  executive  recommends  $  1 00,00  per  year  in  LCA  authority  in  the  event 
federal  grants  are  received. 

LFD  Issue  -  Please  see  the  issue  on  LCA  authority  in  the  Agency  section. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  200 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

39.50 

.00 

00 

39.50 

.00 

00 

39.50 

39.50 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

1,736,277 

499,197 

(4,313) 

0 

89,566 
114,551 

39,313 
0 

0 
0 
0 
0 

1,825,843 

613,748 

35,000 

0 

76,897 

(7,609) 

19,313 

0 

0 
0 
0 
0 

1,813,174 
491,588 

15,000 
0 

3,639,017 

1,105,336 

50,000 

0 

Total  Costs 

$2,231,161 

$243,430 

$0 

$2,474,591 

$88,601 

$0 

$2,319,762 

$4,794,353 

State/Other  Special 
Federal  Special 

2,212,496 
18,665 

243,448 
(18) 

0 
0 

2,455,944 
18,647 

87,873 
728 

0 
0 

2,300,369 
19,393 

4,756,313 
38,040 

Total  Funds 

$2,231,161 

$243,430 

$0 

$2,474,591 

$88,601 

$0 

$2,319,762 

$4,794,353 

Agency  Description 

The  Department  of  Public   Service  Regulation  (PSR)  regulates  the  public  utility  and  railroad  industries.      Five 
commissioners  elected  from  districts  throughout  Montana  oversee  this  program. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 

Fiscal  2000 

Proposals 
Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Law 

Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Biennium 
Fiscal  98-99 

Exec.  Budget 
Fiscal  00-01 

FTE 

39.50 

00 

39.50 

39.50 

.00 

39.50 

.00 

39.50 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

1,825,843 

613,748 

35,000 

0 

0 
0 
0 
0 

1,825,843 

613,748 

35,000 

0 

1,813,174 
491,588 

15,000 
0 

0 
0 
0 
0 

1,813,174 
491,588 

15,000 
0 

3,523,121 

1,597,138 

32,890 

0 

3,639,017 

1,105,336 

50,000 

0 

Total  Costs 

$2,474,591 

$0 

$2,474,591 

$2,319,762 

$0 

$2,319,762 

$5,153,149 

$4,794,353 

State/Other  Special 
Federal  Special 

2,455,944 
18,647 

0 
0 

2,455,944 
18,647 

2,300,369 
19,393 

0 
0 

2,300,369 
19,393 

5,107,198 
45,951 

4,756,313 
38,040 

Total  Funds 

$2,474,591 

$0 

$2,474,591 

$2,319,762 

$0 

$2,319,762 

$5,153,149 

$4,794,353 

Agency  Discussion 

The  1997  legislature  passed  SB  89,  which  revised  the  laws  relating  to  the  regulation  of  telecommunication  services  and 
created  a  Universal  Access  Fund  to  provide  for  access  to  high  tech  telecommunication  services  for  tribal  colleges,  rural 
public  schools,  libraries  and  health  care  providers  throughout  Montana.  The  legislature  appropriated  $250,000  for  fiscal 
1998  and  $500,000  for  fiscal  1999  from  the  universal  access  account  to  implement  this  program.  Funding  for  the 
universal  access  program  was  derived  from  a  surcharge  based  on  the  retail  revenue  for  all  intrastate  telecommunications 
services  in  the  state. 

Because  the  program  overlaps  with  the  federal  universal  access  program,  it  was  the  PSC  policy  to  fund  only  those  services 
not  funded  by  the  federal  program.  Since  implementation  of  the  federal  universal  access  program  has  been  delayed, 
projects  funded  from  the  state  universal  access  program  must  wait  until  the  federal  program  is  implemented.  As  a  result 
only  $37,000  was  expended  in  fiscal  1998  and  few  outlays  are  anticipated  in  fiscal  1999.  The  agency  anticipates  that 
approximately  $650,000  of  revenues  collected  in  the  1999  biennium  will  be  unexpended  and  available  for  the  2001 
biennium.  The  agency  is  requesting  that  a  language  appropriation  be  authorized  for  the  2001  biennium  to  expend  all 
funds  remaining  after  the  end  of  the  1999  biennium.  No  statutory  authority  exists  for  the  agency  to  collect  revenues  for 
this  program  beyond  fiscal  1999. 

By  law,  the  Public  Service  Commission  is  required  to  make  recommendations  to  the  56th  Legislature  regarding  the 
Universal  Access  Program.  These  recommendations  may  have  a  bearing  on  the  legislative  decision  on  how  these  funds 
are  utilized  and/or  appropriated. 
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Funding 

The  Public  Service  Regulation  Program  is  funded  primarily  by  a  fee  levied  quarterly  on  regulated  companies.  The  total 
fees  must  equal  the  amount  appropriated  to  the  commission  by  the  legislature  for  a  particular  year  and  be  deposited 
directly  into  a  state  special  revenue  account  (section  69-1-402,  MCA).  The  fees  are  based  upon  a  percentage  of  the  gross 
operating  revenue  from  all  activities  regulated  by  the  commission  within  the  state  for  the  calendar  quarter  of  operation. 
Federal  funds  of  $20,130  in  fiscal  2000  and  $19,959  in  fiscal  2001  are  from  the  U.S.  Department  of  Transportation  and 
support  the  Natural  Gas  Pipeline  Safety  Program. 

Funding  for  the  Universal  Access  program  is  collected  from  a  surcharge  applied  to  all  private  corporations  involved  in  the 
telecommunications  industry  in  Montana.  The  authority  to  collect  revenue  for  the  Universal  Access  Program  was  limited 
by  statute  to  the  1999  biennium  only. 

LFD  Issue  -  CI-75 

The  fee  that  funds  this  agency  appears  to  fall  under  the  requirements  of  CI-75  that  it  cannot  be  raised  without  a  positive 
vote  of  the  people.  However,  because  the  fee  is  set,  based  upon  the  appropriation,  and  there  is  no  appropriation  after  June 
30,  1999,  it  is  possible  that  the  agency  may  have  no  funding  until  a  tax  measure  is  approved.  Therefore,  if  the  tax  measure 
vote  is  not  taken  until  November,  even  if  the  measure  passed  the  agency  may  have  no  operating  funds.  If  the  legislature 
wishes  to  fund  this  agency  it  may  need  to:  1)  pass  legislation  placing  the  fee  on  the  ballot;  and  2)  provide  contingent  or 
interim  funding  prior  to  the  vote.  The  legislature  may  also  wish  to  consider  providing  a  contingent  appropriation  in  the 
event  any  measure  that  went  to  the  ballot  failed  to  pass. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  200 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

89,566 

6,839 

30,393 

76,897 

5,707 

14,977 

Total  Statewide  Adjustments 

$126,798 

$97,581 

Present  Law  Adjustments 

2 
3 

4 

Rent/Lease/Maintenance/Equipment 

Consultants 

Montana  Universal  Access  Program 

.00 
.00 

00 

0 
0 
0 

54,863 

98,891 

(37,122) 

.00 
.00 
.00 

0 
0 
0 

29,251 

(1,109) 

(37,122) 

Total  PL  Adjustments 

.00 

$0 

$116,632 

.00 

$0 

($8,980) 

Present  Law  Adjustments  Total 

$243,430 

$88,601 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  2  -  Rent/Lease/Maintenance/Equipment  -  This  increase  consists  of  several  adjustments:  1)  office  rent  increases  - 
$6,204  in  fiscal  2000  and  $11,133  in  fiscal  2001,  which  are  based  on  80  percent  of  the  consumer  price  index-urban 
increase.  It  is  assumed  that  the  CPI-U  will  increase  four  percent  each  year  of  the  biennium;  2)  annualization  of  leased 
vehicles  from  the  State  Motor  Pool  -  $10,103  for  fiscal  2000  and  $9,518  for  fiscal  2001;  3)  service  warranties  for 
computers  -  $4,439  in  fiscal  2000  and  $4,282  in  fiscal  2001;  4)  an  additional  800  number  and  the  upgrade  of  some  PSC 
telephone  equipment  totaling  $694  each  fiscal  year  of  2001  biennium;  5)  replacement  of  three  desktop  and  seven  laptop 
computers,  one  laser  printer  and  memory  upgrades  for  the  existing  desktops  in  fiscal  2000  -  $39,3 13,  and  a  Novel  Server, 
network  interface  cards,  color  printer  and  laser  printer  in  fiscal  2001  -  $19,313;  and  6)  a  desktop  operating  system  and 
desktop  database  upgrades  -  $7,399  in  fiscal  2000. 
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LFD  Comment  -  As  of  September  1998,  the  CPI-U  for  the  previous  12  months  was  1.5  percent.  If  this  amount 
were  applied  it  would  result  in  a  reduction  of  the  adjustment  for  rent  of  $2,481  in  fiscal  2000  and  $3,877  in  fiscal 
2001. 

DP  3  -  Consultants  -  The  PSC  requests  consultant  funds  of  $100,000  for  the  2001  biennium,  the  amount  approved  for  the 
1999  biennium.  These  funds  are  used  only  if  PSC  staff  is  unable  to  handle  the  additional  workload  or  for  special  projects. 
This  was  a  biennial  appropriation  in  the  1999  biennium. 

LFD  Comment-  This  appropriation  has  historically  been  a  line  item  in  HB  2;  however,  because  these  funds  are 
intended  to  be  used  only  in  exceptional  cases  requiring  the  need  for  specialized  consultants,  the  legislature  could 
further  restrict  the  use  of  these  funds  for  the  intended  purpose  only. 

DP  4  -  Montana  Universal  Access  Program  -  Because  the  PSC  is  requesting  a  language  appropriation  for  the  Universal 
Access  program,  this  adjustment  reduces  the  fiscal  1998  base  expenditures  incurred  by  the  program  to  zero  so  that  the 
base  amount  of  $37,122  is  not  appropriated. 

LFD  Comment  -  If  the  legislature  chooses  to  appropriate  a  determined  amount  for  the  2001  biennium,  this 
adjustment  would  not  be  necessary. 

Language  Recommendations 

"It  is  the  intent  of  the  legislature  that  the  remaining  funds,  approximately  $650,000,  collected  for  the  Montana  Universal 
Access  Program  (MUAP)  in  FY  1998  and  FY  1999  be  carried  forward  into  the  2001  biennium,  to  be  used  only  for  the 
MUAP." 

LFD  Comment  -  Language  appropriations  are  not  counted  in  the  total  appropriations,  and  consequently  understate  the 
total  appropriations.  Therefore,  they  are  generally  used  only  when  the  total  amount  anticipated  to  be  received  or  expended 
is  not  quantifiable.  Since  the  total  amount  received  is  known,  the  legislature  may  want  to  appropriate  a  defined  amount 
based  upon  anticipated  carry-over  funds  in  the  1999  biennium. 
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Agency  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 

Fiscal  2000 

PL  Base 
Adjustment 
Fiscal  2001 

New 
Proposals 

Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

1,016.43 

.00 

41.45 

1,057.88 

.00 

68.95 

1 ,085.39 

1,085.39 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

Debt  Service 

33,566,027 

34,435,265 

522,147 

20,401 

7,556,987 

119,356 

4,025,564 

8,700,107 

132,588 

0 

606,190 

223,500 

1,380,046 

1,028,738 

18,019 

0 

0 

0 

38,971,637 

44,164,110 

672,754 

20,401 

8,163,177 

342,856 

3,857,430 

12,836,394 

45,735 

0 

(167,723) 

223,500 

2,293,828 

1,788,384 

20,000 

0 

0 

0 

39,717,285 

49,060,043 

587,882 

20,401 

7,389,264 

342,856 

78,688,922 

93,224,153 

1,260,636 

40,802 

15,552,441 

685,712 

Total  Costs 

$76,220,183 

$13,687,949 

$2,426,803 

$92,334,935 

$16,795,336 

$4, 102,2 12 

$97,117,731 

$189,452,666 

General  Fund 
State/Other  Special 
Federal  Special 

74,050,869 

1,337,919 

469,511 

13,330,471 

263,835 

15,888 

2,296,056 

1,645 

129,102 

89,677,396 

1,603,399 

614,501 

16,464,041 
261,324 
(2,890) 

3,952,865 

2,193 

147,154 

94,467,775 

1,601,436 

613,775 

184,145,171 
3,204,835 
1,228,276 

Capital  Projects 
Proprietary 

0 
361,884 

0 
77,755 

0 
0 

0 
439,639 

0 
72,861 

0 
0 

0 
434,745 

0 
874,384 

Total  Funds 

$76,220,183 

$13,687,949 

$2,426,803 

$92,334,935 

$16,795,336 

$4,102,212 

$97,117,731 

$189,452,666 

Agency  Description 

The  Department  of  Corrections  (DOC),  authorized  in  section  2-15-2301,  MCA,  is  directed  in  section  53-1-201,  MCA,  to 
"utilize  at  maximum  efficiency  the  resources  of  state  government  in  a  coordinated  effort  to:  1)  develop  and  maintain 
comprehensive  services  and  programs  in  the  field  of  adult  and  youth  corrections;  and  2)  provide  for  the  care,  protection, 
and  mental  and  physical  development  of  youth  alleged  to  be  youth  in  need  of  supervision  or  delinquent  youth  who  are 
referred  or  committed  to  the  department." 

The  department's  four  programs  are:  1)  Administration  and  Support  Services,  which  consists  of  the  department 
administration,  accounting  and  budgeting,  legal  services,  medical  services  and  the  administratively  attached  Board  of 
Pardons;  2)  Community  Corrections,  which  includes  probation  and  parole,  adult  pre-release  programs,  adult  boot  camp, 
the  Montana  Youth  Alternative  (MYA)  program,  and  out  of  home  placements  for  juvenile  youth;  3)  Secure  Facilities, 
which  includes  Montana  State  Prison  (MSP)  in  Deer  Lodge,  the  Women's  Correctional  Center  (WCC)  in  Billings  and 
Pine  Hills  Youth  Correctional  Facility  (PHYCF)  in  Miles  City;  and  4)  Correctional  Enterprises,  which  includes  the  ranch 
and  prison  industries  programs. 

Agency  Discussion 

1999  Biennium  Review 

The  1997  legislature  approved  a  general  fund  budget  for  fiscal  1998  of  $73.2  million  and  $81.2  million  for  fiscal  1999. 
These  totals  include  general  fund  budget  increases  of  $50.1  million.  Of  these  increases,  over  $19.9  million  (nearly  40 
percent)  was  directed  to  the  housing  of  adult  male  inmates  in  non-state  operated  prisons.  The  growth  in  the  number  of 
adult  male  inmates  was  the  primary  focus  of  the  budget  presented  by  the  executive  to  the  1997  legislature.  The 
department  was  directed  to  develop  and  submit  for  bid  a  request  for  proposal  to  develop  a  privately  operated  prison  in 
Montana.  As  a  result,  a  contract  was  awarded  to  Corrections  Corporation  of  America  and  ground  was  broken  in  the  fall  of 
1998  for  the  construction  of  a  500-bed  private  prison  located  in  Shelby.  In  fiscal  1998,  the  Cascade  County  regional 
prison  became  operational,  receiving  152  state  inmates.  The  Dawson  County  regional  prison  will  open  in  fiscal  1999  to 
accept  another  144  state  inmates. 

What  Has  Changed 

When  the  department  presented  its  budget  to  the  1997  legislature,  it  was  projecting  that  at  the  end  of  the  1999  biennium 
there  would  be  3,054  male  inmates  in  secure  custody,  and  by  the  end  of  the  2001  biennium  the  male  secure  population 
would  grow  to  3,833  (Table  1).  The  department  is  now  projecting  that  the  final  numbers  for  fiscal  1999  will  be  2,750  or 
304  fewer  than  were  projected  when  presenting  the  budget  to  the  1997  legislative  session.    The  year  end  male  inmate 
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population  for  fiscal  2001  is  now  projected  by  the  Office  of  Budget  and  Program  Planning  (OBPP)  to  be  2,884,  or  949 
less  than  the  projections  presented  to  the  legislature  just  two  years  ago.  These  changes  have  resulted  in  revisions  to  the 
DOC  adult  male  inmate  distribution.  The  following  table  shows  how  the  proposed  distribution  of  adult  male  inmates 
being  presented  to  the  1999  legislature  has  changed  from  that  presented  to  the  1997  legislature.  Columns  marked  (1) 
show  the  projections  presented  to  the  1997  legislature  by  the  department.  The  column  marked  (2)  compares  the  actual 
fiscal  1998  year  end  population  to  the  projections.  As  shown,  actual  population  was  241  fewer  inmates  than  projected. 
The  remainder  of  the  table  compares  the  department's  1997  projections  to  the  projections  used  by  the  Office  of  Budget 
and  Program  Planning  for  budgeting  purposes  (column  marked  (3)).  The  table  also  compares  the  department's  projections 
for  fiscal  years  1999,  2000  and  2001  to  the  OBPP  projections.  As  shown,  the  populations  upon  which  the  2001  biennium 
budget  has  been  developed  are  those  of  OBPP,  which  are  fewer  than  those  developed  by  DOC.  (For  a  discussion  of  the 
population  projections,  see  the  Agency  Issues  section.) 


Table  1 

Department  of  Corrections 

Secure  Custody  Adult  Males 

Comparison  of  1997  Legislative  Projection  to  1999  Legislative  Project 

on 

(1) 

(2) 

(1)                (3) 

(D 

(3) 

(1) 

(3) 

DOC 

DOC          OBPP 

DOC 

OBPP 

DOC 

OBPP 

1997 

1997             1999 

1997 

1999 

1997 

1999 

Projected 

Actual 

Change 

Projected     Projected       Change 

Projected 

Projected 

Change 

Projected 

Projected 

Change 

PROGRAM 

FY  98 

FY  98 

FY  98 

FY  99           FY  99           FY  99 

FY  00 

FY  00 

FY  00 

FY  01 

FY  01 

FY  01 

Montana  State  Prison 

1352 

1269 

-83 

1352             1330               -22 

1352 

1330 

-22 

1352 

1330 

-22 

1st  96  Bed  Unit 

0 

0 

0 

96                   0               -96 

96 

0 

-96 

96 

0 

-96 

2nd  96  Bed  Unit 

0 

0 

0 

0                   0                   0 

96 

0 

-96 

96 

0 

-96 

Expansion  unit 

80 

0 

-80 

80                   0               -80 

80 

0 

-80 

80 

0 

-80 

Personal  Care  MH 

13 

-13 

18                                    -18 

18 

-18 

18 

-18 

County  Jails 

132 

108 

-24 

109               110                   1 

102 

0 

-102 

146 

0 

-146 

Contract  Beds 

375 

375 

0 

500               257             -243 

500 

269 

-231 

854 

380 

-474 

Cascade  Regional 

152 

148 

-4 

152               152                   0 

152 

152 

0 

152 

152 

0 

Dawson  Regional 

0 

0 

0 

144               144                   0 

144 

144 

0 

144 

144 

0 

Missoula  Regional 

0 

0 

0 

0                   0                   0 

144 

144 

0 

144 

144 

0 

X-  Building 

0 

0 

0 

0                   0                   0 

148 

0 

-148 

148 

0 

-148 

Boot  Camp 

40 

41 

1 

60                 50               -10 

60 

50 

-10 

60 

50 

-10 

SUBTOTAL 

2144 

1941 

-203 

2511             2043             -468 

2892 

2089 

-803 

3290 

2200 

-1090 

Community  Programs 

Pre  Release 

362 

349 

-13 

362               349               -13 

362 

399 

37 

362 

439 

77 

ISP 

166 

141 

-25 

181                190                   9 

181 

245 

64 

181 

245 

64 

SUBTOTAL 

528 

490 

-38 

543               539                  -4 

543 

644 

101 

543 

684 

141 

TOTAL 

2672 

2431 

-241 

3054             2582             -472 

3435 

2733 

-702 

3833 

2884 

-949 

DOC  Projections  (1999) 

2672 

2431 

-241 

3054             2750             -304 

3435 

3035 

-400 

3833 

3281 

-552 

Diff  between  OBPP  &  DOC 

0 

0 

0 

0               168               168 

0 

302 

302 

0 

397 

397 

As  the  table  shows,  several  significant  modifications  have  been  made  to  the  proposed  male  inmate  distribution  from  that 
presented  two  years  ago. 

1)  Montana  State  Prison  (MSP)  has  not  constructed  the  96  bed  unit  authorized  by  the  1997  legislature; 

2)  The  expansion  unit  at  MSP  has  been  closed,  and  a  new  reception  unit  is  being  constructed  on  the  MSP  campus  with  the 
money  appropriated  for  the  96  bed  unit; 

3)  MSP  is  not  planning  to  construct  a  96  bed  unit  in  the  2001  biennium; 

4)  The  proposal  to  use  the  Xanthopolous  building  on  the  campus  of  Montana  State  Hospital  has  been  abandoned  (see 
discussion  under  the  Agency  Issues  section); 
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5)  The  proposal  for  18  personal  care  mental  health  beds  is  no  longer  planned; 

6)  The  state's  inmate  population  in  county  jails  is  now  being  reduced  to  zero;  and 

7)  Private  contract  beds  for  the  2001  biennium  are  projected  at  474  fewer  than  that  of  two  years  ago. 

However,  the  population  for  adult  women  exceeded  projections.  The  department  had  projected  female  inmate  populations 
at  the  end  of  fiscal  1998  of  150;  while  the  actual  number  was  238.  The  department  contracted  for  private  beds  from  the 
state  of  New  Mexico  and  received  a  $325,000  general  fund  supplemental  transfer  from  fiscal  1999  to  fiscal  1998  to  cover 
the  cost  of  the  out-of-state  placement.  For  fiscal  1999,  the  department  assumes  that  savings  in  adult  male  contracts  will  be 
used  to  fund  the  additional  female  contract  beds,  thereby  avoiding  a  supplemental  request. 

The  second  significant  increase  for  the  1999  biennium  was  for  juvenile  out-of-home  placements.  The  department 
received  an  appropriation  for  private  out-of-home  placements  for  juveniles  in  the  custody  of  the  department  of  $9  million 
in  fiscal  1998  and  $10  million  in  fiscal  2000.  Actual  expenditures  for  out-of-home  placements  in  fiscal  1998  were  $1 
million  less  than  the  appropriated  amount. 

2001  Biennium  Request 

The  2001  biennium  budget  for  the  Department  of  Corrections  continues  to  be  driven  by  the  adult  male  inmate  population. 
Adult  males  inmates  are  projected  to  increase  by  936  from  the  actual  fiscal  year  end  1998  inmate  population  of  6,308 
adult  males  to  7,244  in  fiscal  2001,  as  shown  in  Table  2. 


Table  2 

Secure  Custody  Male  Populations 

Fiscal  Year  End  Populations/Average  Daily  Popi 

lation 

Fiscal  96 

Fiscal  97 

-iscal  98 

-iscal  99     Fiscal  00 

-iscal  01 

Montana  State  Prison 

FYE 

1303 

1382 

1269 

1330 

1330 

1330 

ADP 

1388 

1341 

1315 

1253 

1280 

1280 

Regional  Prisons 

FYE 

0 

0 

148 

296 

440 

440 

ADP 

0 

0 

64 

247 

440 

440 

Private  Contracts 

FYE 

125 

263 

375 

257 

269 

380 

ADP 

1 

224 

351 

375 

269 

380 

County  Jails 

FYE 

203 

189 

108 

110 

0 

0 

ADP 

134 

142 

172 

109 

0 

0 

Pie  Release 

FYE 

260 

272 

349 

349 

399 

439 

ADP 

245 

258 

295 

350 

389 

429 

Intensive  Supervision 

FYE 

120 

153 

141 

190 

245 

245 

ADP 

104 

139 

139 

138 

233 

233 

Boot  Camp 

FYE 

33 

21 

41 

50 

50 

50 

ADP 

24 

28 

20 

35 

48 

48 

Probation  &  Parole 

FYE 

3564 

3695 

3877 

4031 

4192 

4360 

ADP 

3564 

3695 

3877 

4031 

4192 

4360 

Total 

FYE 

5608 

5975 

6308 

6613 

6925 

7244 

ADP 

5461 

5827 

6233 

6538 

6850 

7169 
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The  adult  female  inmate  population  is  projected  to  grow  from  an  actual  fiscal  1998  year  end  total  of  1,792  to  2,072  at  the 
end  of  fiscal  2001,  an  increase  of  280,  as  shown  in  Table  3. 


Table  3 

Secure  Custody  Female  Populations 

Fiscal  Year  End  Populations/Average  Daily  Population 

Fiscal  96 

Fiscal  97 

Fiscal  98 

Fiscal  99    Fiscal  00 

Fiscal  01 

Montana  Womens  Prison 

FYE 

70 

67 

70 

70 

70 

70 

ADP 

64 

69 

71 

70 

70 

70 

Private  Contracts 

FYE 

0 

0 

29 

40 

55 

89 

ADP 

0 

0 

4 

45 

55 

89 

County  Jails 

FYE 

3 

3 

9 

0 

0 

0 

ADP 

1 

6 

18 

10 

0 

0 

Pre  Release 

FYE 

43 

72 

95 

104 

124 

124 

ADP 

43 

54 

85 

90 

124 

124 

Intensive  Supervision 

FYE 

22 

10 

35 

40 

40 

40 

ADP 

17 

16 

18 

31 

40 

40 

Probation  &  Parole 

FYE 

1429 

1481 

1554 

1617 

1682 

1749 

ADP 

1429 

1481 

1554 

1617 

1682 

1749 

Total 

FYE 

1567 

1633 

1792 

1871 

1971 

2072 

ADP 

1553 

1627 

1749 

1863 

1971 

2072 

The  Office  of  Budget  and  Program  Planning  (OBPP)  has  estimated  the  population  used  to  develop  this  budget.  For  a 
discussion  of  this  matter,  refer  to  the  Agency  Issues  section:  "Department  of  Corrections  Inmate  Population  Projections 
and  OBPP  Alternative." 

For  the  2001  biennium,  the  agency  is  requesting  a  general  fund  budget  of  $89.7  million  in  fiscal  2000  and  $94.5  million  in 
fiscal  2001.  Requested  budget  increases  over  the  base  year  total  $15.6  million  for  fiscal  2000  and  $20.4  million  for  fiscal 
2001.  (See  Table  4  on  the  next  page.)  Of  this  amount,  $2.4  million  in  fiscal  2000  and  $4.1  million  in  fiscal  2001  are  for 
new  proposals 

As  shown  in  Table  4,  the  department  proposes  to  address  the  population  projection  primarily  by  increasing  expenditures 
in  community  corrections  and  contract  beds.  The  following  provides  a  brief  summary  of  each  general  type  of  increase. 
For  a  complete  discussion  of  individual  adjustments  requested  within  each  broad  category,  see  the  individual  program 
narratives. 
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Table  4 

Department  of  Corrections 

General  Fund  Increases  by  Function 

FY  2000 

FY  2001 

Biennium 

Percent 

Male  Secure  Custody 

Montana  State  Prison 

$1,569,841 

$1,477,682 

$3,047,523 

Boot  Camp 

185,317 

190,357 

375,674 

Contract  Beds 

1,983,568 

4,174,997 

6,158,565 

Sub  total 

3,738,726 

5,843,036 

9,581,762 

26.58% 

Female  Secure  Custody 

Montana  Womens  Prison 

169,413 

171,205 

340,618 

Contract  Beds 

1,368,840 

2,275,249 

3,644,089 

Sub  total 

1,538,253 

2,446,454 

3,984,707 

11.06% 

Juvenile 

Pine  Hills  School 

805,960 

1,095,962 

1,901,922 

Riverside  Facility 

147,917 

124,193 

272,110 

Aspen  Program 

21,894 

44,007 

65,901 

Juvenile  Placement 

603,482 

(151,653) 

451,829 

Transition  Centers 

238,962 

219,556 

458,518 

Sub  total 

1,818,215 

1,332,065 

3,150,280 

8.74% 

Community  Corrections 

Pre-Release 

3,003,325 

4,366,163 

7,369,488 

Probation  &  Parole 

1,967,486 

2,605,382 

4,572,868 

Intensive  Supervision 

229,574 

227,607 

457,181 

Sub  total 

5,200,385 

7,199,152 

12,399,537 

34.40% 

Outside  Medical 

850,484 

1,255,792 

2,106,276 

5.84% 

Administration 

2,341,565 

2,190,628 

4,532,193 

12.57% 

Prison  Enterprises 

138,899 

149,779 

288,678 

0.80% 

Total 

$15,626,527 

$20,416,906 

$36,043,433 

100.00% 

Community  Corrections 

As  Table  4  shows,  of  the  executive's  proposed  increases,  the  largest  share  (34.4  percent  or  $12.4  million)  is  directed  to 
community  based  corrections  (pre-release,  intensive  supervision  and  probation  and  parole).  The  executive  is  proposing  to 
add  29  new  female  pre-release  beds  and  90  male  pre-release  beds  by  2001.  Included  are  10  pre-release  beds  for  adult  sex 
offenders  who  are  at  moderate  risk.  However,  even  with  these  additional  beds,  the  number  of  inmates  in  community 
based  programs  remains  at  approximately  70  percent  of  total  inmates.  This  is  essentially  the  same  percentage  of  inmates 
in  community  based  programs  as  existed  in  fiscal  1996. 
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Even  though  the  community  corrections  inmate  population  would  remain  about  the  same  as  a  percent  of  the  entire  inmate 
population,  its  share  of  the  increase  is  larger.  This  change  is  due  in  part  because  the  department  is  requesting  43.0  FTE 
probation,  parole,  intensive  supervision,  and  transportation  staff  at  a  general  fund  cost  of  $2.7  million  to  reduce  officer 
caseloads,  as  well  as  handle  additional  population. 

Contract  Beds 

The  1997  legislature  funded  905  contract  beds  at  a  cost  of  $16.9  million  over  the  1999  biennium.  The  legislature  had 
assumed  an  additional  535  contract  beds  in  2001  biennium. 

The  executive  is  requesting  $6.2  million  to  house  inmates  in  contract  beds.  With  the  construction  of  the  Dawson  and 
Missoula  regional  jails,  regional  jail  beds  will  increase  from  148  in  fiscal  1998  to  440  each  year  of  the  2001  biennium. 
The  private  prison  in  Shelby  will  be  competed  and  ready  to  accept  500  inmates  in  fiscal  2000.  At  the  end  of  the  2001 
biennium,  the  executive  budget  is  projecting  that  39  percent  of  the  adult  male  secure  custody  population  will  be  housed  in 
non-state  operated  prison  facilities.  This  is  a  result  of  the  policies  established  by  the  past  legislature  with  the  authorization 
of  regional  jails  and  private  prisons  in  Montana. 

Contract  beds  for  female  inmates  are  expected  to  grow  to  89  by  the  end  of  fiscal  2001.  In  fiscal  1998  female  contract 
beds  had  an  average  daily  population  of  4.0  (29  female  inmates  were  transferred  to  a  New  Mexico  facility  late  in  fiscal 
1998.)  The  legislature  had  not  anticipated  any  female  contract  beds  in  either  the  1999  or  2001  biennia. 

Juvenile  Programs 

The  1997  legislature  authorized  in  the  Long  Range  Building  program  the  expansion  of  the  campus  of  Pine  Hills  Youth 
Correctional  Facility,  increasing  population  capacity  from  80  to  144  in  fiscal  2001.  Upon  completion  of  the  construction 
scheduled  for  fiscal  2000,  the  department  is  requesting  an  additional  $1 .9  million  and  17.95  FTE. 

Other  Increases 

The  executive  is  requesting  that  the  outside  medical  budget  be  increased  by  $2.1  million  due  to  the  increased  inmate 
populations.  The  Board  of  Pardons  is  requesting  the  addition  of  2.0  FTE  administrative  positions  at  a  cost  of  $182,000. 

Inmate  Cost  Per  Day 

The  Legislative  Correctional  Standards  and  Oversight  Committee  requested  that  cost  per  day  calculations  be  included  in 
the  legislative  analysis  to  assist  the  legislature  in  making  cost  comparisons  among  program  alternatives.  The  1997 
legislature  was  not  able  to  make  cost  per  day  comparison  between  state  and  private  prison  facilities  because  inmate 
average  daily  populations  were  not  available,  and  cost  per  day  methodologies  were  not  defined. 

The  term  "cost  per  day"  is  the  general  term  used  to  describe  the  average  costs  for  incarcerating  an  inmate  for  one  day. 
The  inmate  cost  per  day  rate  is  typically  calculated  by  dividing  the  costs  relating  to  the  care  and  custody  of  inmates  by  the 
total  number  of  inmate  days  provided  during  the  period  from  which  the  costs  were  incurred.  In  December  of  1997,  staff 
from  the  Legislative  Audit  Division,  the  Legislative  Services  Division,  the  Legislative  Fiscal  Division,  and  the  Office  of 
Budget  and  Program  Planning  met  with  the  fiscal  staff  of  the  Department  of  Corrections  to  come  up  with  a  methodology 
for  calculating  inmate  cost  per  day  rates.  Included  in  the  methodology  were  calculations  for  administrative,  outside 
medical,  industry  training,  and  debt  service  costs  associated  with  the  long  range  building  appropriations  for  the  various 
facilities. 
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Table  5  presents  the  total  costs  per  inmate  day  as  calculated  by  the  DOC  using  the  agreed  upon  inmate  cost  per  day 
calculation  methodology.  Fiscal  1998  costs  per  day  are  based  upon  actual  numbers,  while  the  cost  per  day  rates  for  fiscal 
years  2000  and  2001  are  based  upon  budgeted  amounts  and  projected  average  daily  populations  (ADP). 


Table  5 

Calculated  Cost  Per  Inmate  Day:    Direct  and  Indirect  Costs 

Operating 

Outside 

General 

Industries 

Total 

Debt 

Total 

Fiscal  2000 

Costs 

Medical 

Admin 

Training 

HB2 

Service 

All  Costs 

Adult  Males 

Montana  State  Prison 

$46.55 

$4.45 

$3.84 

$0.84 

$55.68 

$3.21 

$58.89 

Regional  Jails 

45.00 

3.73 

3.09 

- 

51.82 

4.80 

56.62 

Private  Contracts 

49.39 

3.73 

3.09 

- 

56.21 

- 

56.21 

Pre  Release 

47.20 

1.57 

3.13 

- 

51.90 

- 

51.90 

Intensive  Supervision 

11.74 

- 

8.39 

- 

20.13 

- 

20.13 

Boot  Camp 

74.11 

1.65 

4.93 

- 

80.69 

- 

80.69 

Probation  &  Parole 

3.49 

- 

0.26 

- 

3.75 

- 

3.75 

Adult  Females 

Montana  Womens  Prison 

88.99 

8.53 

5.92 

- 

103.44 

19.82 

123.26 

Private  Contracts 

68.00 

8.53 

4.51 

- 

81.04 

- 

81.04 

Pre-Release 

40.86 

2.38 

2.71 

- 

45.95 

- 

45.95 

Intensive  Supervision 

11.74 

- 

0.26 

- 

12.00 

- 

12.00 

Probation  &  Parole 

3.21 

- 

0.26 

- 

3.47 

- 

3.47 

Operating 

Outside 

General 

Industries 

Total 

Debt 

Total 

Fiscal  2001 

Costs 

Medical 

Admin 

Training 

HB2 

Service 

All  Costs 

Adult  Males 

Montana  State  Prison 

$46.48 

$4.65 

$3.56 

$0.84 

$55.53 

$3.20 

$58.73 

Regional  Jails 

45.45 

3.73 

2.93 

- 

52.11 

4.77 

56.88 

Private  Contracts 

50.48 

3.73 

2.93 

- 

57.14 

- 

57.14 

Pre  Release 

47.69 

1.63 

2.93 

- 

52.25 

- 

52.25 

Intensive  Supervision 

11.77 

- 

0.25 

- 

12.02 

- 

12.02 

Boot  Camp 

74.60 

1.73 

4.60 

- 

80.93 

- 

80.93 

P&P 

5.35 

- 

0.25 

- 

5.60 

- 

5.60 

Adult  Females 

Montana  Womens  Prison 

89.30 

8.70 

5.50 

- 

103.50 

19.85 

123.35 

Private  Contracts 

70.04 

8.70 

4.30 

- 

83.04 

- 

83.04 

Pre-Release 

41.65 

2.48 

4.30 

- 

48.43 

- 

48.43 

Intensive  Supervision 

11.77 

- 

0.25 

- 

12.02 

- 

12.02 

Probation  &  Parole 

3.38 

- 

0.25 

- 

3.63 

- 

3.63 

In  order  make  a  comparison  of  cost  per  day  rates  between  state  correctional  institutions  or  between  state  operated  and  a 
private  prison  facility,  it  would  be  necessary  to  consider  a  number  of  operating  variables,  construction,  and  financing 
costs.  Montana  State  Prison  and  Montana  Womens'  Prison  are  multiple  classification  facilities  with  inmates  ranging  from 
maximum-security  classification  to  low  security  classification.  The  costs  associated  with  a  facility  having  multiple  level 
classifications  cannot  be  readily  compared  facilities  that  do  not  have  similar  classifications.    The  same  comparison 
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precautions  are  true  with  regard  to  inmate  programming.  The  type  and  amount  of  programming  available  has  a  direct 
effect  on  inmate  per  day  costs,  as  well  as  comparison  validity.  For  a  full  discussion  of  cost  comparison  between  state  and 
privately  operated  prison  facilities,  a  copy  of  a  research  report  entitled  "Cost  Comparison  Between  State  and  Private 
Correctional  Facilities;  Apples  to  Apples?"  can  be  obtained  in  the  office  of  the  Legislative  Services  Division. 


Table  6 

Adult  Male  Inmates  Direct  Cost  Per  Day:  Average  Daily  Populations 

Fiscal  1998 

Fiscal  1999 

Fiscal  2000 

Fiscal  2001 

ADP 

ADP 

ADP 

ADP 

Actual 

Projected 

Requested 

Requested 

Montana  State  Prison 

1315 

1253 

1280 

1280 

Regional  Prisons 

64 

247 

440 

440 

Private  Contracts 

351 

375 

269 

380 

County  Jails 

172 

109 

0 

0 

Pre-Release 

295 

350 

389 

429 

Intensive  Supervision 

139 

138 

233 

233 

Boot  Camp 
Probation  &  Parole 

20 
3877 

35 
4031 

48 
4192 

48 

4360 

Total 

6233 

6538 

6850 

7169 

Annual  Budget 

Actual 

Projected 

Requested 

Requested 

Montana  State  Prison 

$20,231,165 

$20,455,023 

$21,801,006 

$21,708,847 

Regional  Prisons 

971,567 

3,967,560 

7,246,800 

7,299,270 

Private  Contracts 

5,997,495 

6,479,663 

4,862,643 

7,001,576 

County  Jails 

3,092,238 

2,102,500 

0 

0 

Pre  Release 

4,295,356 

5,192,204 

6,720,230 

7,467,066 

Intensive  Supervision 

699,476 

700,120 

1,000,025 

1,000,025 

Boot  Camp 

1,103,018 

1,134,493 

1,288,335 

1,293,375 

Probation  &  Parole 

4,162,483 

4,366,758 

5,350,864 

8,506,489 

Total 

36,390,315 

40,031,563 

42,919,039 

45,770,159 

Cost  Per  Inmate  Day 

Actual 

Projected 

Requested 

Requested 

Montana  State  Prison 

$42.14 

$44.72 

$46.55 

$46.48 

Regional  Prisons 

41.74 

44.01 

45.00 

45.45 

Private  Contracts 

46.83 

47.34 

49.39 

50.48 

County  Jails 

49.20 

52.85 

0.00 

0.00 

Pre  Release 

3990 

40.67 

47.20 

47.69 

Intensive  Supervision 

13.82 

13.90 

11.74 

11.77 

Boot  Camp 

148.87 

88.81 

74.11 

74.60 

Probation  &  Parole 

2.94 

2.97 

3.49 

5.35 

Total 

$16.00 

$1678 

$17.12 

$17.49 

Table  6  and  7  present  the  direct  average  daily  population  costs  associated  with  the  adult  male  and  female  inmate 
correctional  programs.  These  costs  are  lower  than  those  shown  in  Table  4  because  administration,  medical,  and  debt 
services  are  not  included.  However  they  are  useful  as  a  budget  tool  for  comparing  cost  among  the  various  incarceration 
alternatives.  They  are  calculated  simply  by  dividing  the  annual  general  fund  program  cost  by  the  average  daily  population 
and  then  again  by  365  days. 
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Table  7 

Adult  Female  Inmates  Direct  Cost  Per  Day:  Average  Daily  Popi 

jlations 

Fiscal  1998 

Fiscal  1999 

Fiscal  2000 

Fiscal  2001 

ADP 

ADP 

ADP 

ADP 

Actual 

Projected 

Requested 

Requested 

Montana  Womens  Prison 

71 

70 

70 

70 

Private  Contracts 

4 

45 

55 

89 

County  Jails 

18 

10 

0 

0 

Pre-Release 

85 

90 

124 

124 

Intensive  Supervision 
Probation  &  Parole 

18 
1554 

31 
1617 

40 
1682 

40 
1749 

Total 

1749 

1863 

1971 

2072 

Annual  Budget 

Actual 

Projected 

Requested 

Requested 

Montana  Womens  Prison 

$2,074,180 

$2,159,585 

$2,279,916 

$2,281,708 

Private  Contracts 

104,192 

1,043,900 

1,368,840 

2,275,249 

County  Jails 

285,445 

191,318 

0 

0 

Pre-Release 

1,526,882 

1,623,546 

1,854,332 

1,885,201 

Intensive  Supervision 

88,822 

157,279 

171,874 

171,842 

Probation  &  Parole 

1,579,607 

1,594,408 

1,975,109 

2,157,412 

Total 

5,659,128 

6,770,036 

7,650,071 

8,771,412 

Cost  Per  Inmate  Day 

Actual 

Projected 

Requested 

Requested 

Montana  Womens  Prison 

$80.15 

$84.52 

$88.99 

$89.30 

Private  Contracts 

78.21 

63.56 

68.00 

70.04 

County  Jails 

44.43 

52.42 

0.00 

0.00 

Pre-Release 

49.26 

49.28 

40.86 

41.65 

Intensive  Supervision 

13.82 

13.90 

11.74 

11.77 

Probation  &  Parole 

2.78 

2.70 

3.21 

3.38 

Total 

$8.87 

$9.95 

$10.60 

$11.60 

It  should  be  noted  that  only  contracted  bed  costs  increase  or  decrease  in  direct  proportion  to  population  changes. 
Operating  costs  of  the  correctional  institutions  have  a  large  fixed  cost  component  and,  unless  radical  population  changes 
occur  within  the  institution,  average  daily  population  costs  will  increase  if  population  decreases  and  decrease  if 
populations  increase.  (For  example,  if  the  population  of  the  prison  increase  by  ten  it  is  unlikely  that  the  prison  would  be 
required  to  hire  additional  staff;  therefore  the  cost  per  day  would  go  down  because  the  same  staffing  level  is  supervising 
more  inmates.) 
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Biennium  Budget  Comparison 
Budget  Item 

Present 

Law 

Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

Present 

Law 

Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 

Fiscal  2001 

Total 

Biennium 

Fiscal  98-99 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

1,016.43 

41.45 

1,057.88 

1,016.43 

68.95 

1,085.39 

.00 

1,085.39 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

Debt  Service 

37,591,591 

43,135,372 

654,735 

20,401 

8,163,177 

342,856 

1,380,046 

1,028,738 

18,019 

0 

0 

0 

38,971,637 

44,164,110 

672,754 

20,401 

8,163,177 

342,856 

37,423,457 

47,271,659 

567,882 

20,401 

7,389,264 

342,856 

2,293,828 

1,788,384 

20,000 

0 

0 

0 

39,717,285 

49,060,043 

587,882 

20,401 

7,389,264 

342,856 

69,567,744 
72,573,516 

590,203 

42,692 

17,551,482 

341,208 

78,688,922 

93,224,153 

1,260,636 

40,802 

15,552,441 

685,712 

Total  Costs 

$89,908,132 

$2,426,803 

$92,334,935 

$93,015,519 

$4,102,212 

$97,117,731 

$160,666,845 

$189,452,666 

General  Fund 
State/Other  Special 
Federal  Special 
Capital  Projects 
Proprietary 

87,381,340 

1,601,754 

485,399 

0 

439,639 

2,296,056 

1,645 

129,102 

0 

0 

89,677,396 

1,603,399 

614,501 

0 

439,639 

90,514,910 

1,599,243 

466,621 

0 

434,745 

3,952,865 
2,193 

147,154 
0 
0 

94,467,775 

1,601,436 

613,775 

0 

434,745 

156,237,588 

2,686,651 

981,078 

0 

761,528 

184,145,171 

3,204,835 

1,228,276 

0 

874,384 

Total  Funds 

$89,908,132 

$2,426,803 

$92,334,935 

$93,015,519 

$4,102,212 

$97,117,731 

$160,666,845 

$189,452,666 

New  Proposals 

The  table  below  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion  of  each  new 

proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Description 

Program 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

Board  of  Pardons  New  Proposal 

01 

2.00 

98,402 

98,402 

2.00 

83,597 

83,597 

Financial  Specialists 

01 

2.00 

65,639 

65,639 

2.00 

59,521 

59,521 

Risk  Management 

01 

2.00 

146,056 

181,056 

2.00 

140,096 

140,096 

MLEA  Trainer 

01 

1.00 

101,140 

101,140 

1.00 

98,173 

98,173 

Random  Controlled  Substance  Testing 

01 

00 

96,973 

96,973 

.00 

100,010 

100,010 

Victims  Officer 

01 

1.00 

0 

31,890 

1.00 

0 

31,673 

Site  a  40  bed  Pre-release  center 

02 

.00 

0 

0 

.00 

692,189 

692,189 

Probation  &  Parole  Bureau  Staff 

02 

27.00 

1,176,974 

1,176,974 

43.00 

1,860,538 

1,860,538 

TSCTC  New  Equipment 

02 

00 

17,519 

17,519 

.00 

22,500 

22,500 

Pre-release  sex  offender  beds 

02 

00 

73,000 

73,000 

.00 

73,730 

73,730 

Transition  Center  New  Equipment 

02 

.00 

5,823 

5,823 

.00 

0 

0 

Criminal  Justice  Investigatiion  Net 

02 

.00 

0 

34,560 

.00 

0 

34,560 

Riverside  New  Equipment 

02 

.00 

4,000 

4,000 

.00 

0 

0 

Abel  Screening  Assessment 

03 

00 

30,105 

30,105 

.00 

7,500 

7,500 

MWP  New  Equipment 

03 

.00 

11,500 

11,500 

.00 

5,000 

5,000 

PHYCF  increase  to  120/144  beds 

03 

6.45 

468,925 

498,222 

17.95 

810,011 

893,125 

Total  New  Proposals 

41  45 

$2,296,056 

$2,426,803 

6895 

$3,952,865 

$4,102,212 

Language  Recommendations 

"Item  3  contains  $88,828,853  general  fund  that  is  a  biennial  appropriation  for  secure  facilities  for  men,  women  and 
juveniles  that  may  be  spent  in  either  year  of  the  biennium.  All  transfers  of  authority  between  years  must  be  fully 
explained  and  justified  on  budget  documents  submitted  to  the  office  of  budget  and  program  planning,  a  copy  of  which  will 
be  provided  to  the  legislative  fiscal  division. 

If  the  fiscal  1999  adult  male  institutional  population  reaches  2,668  or  within  3  percent  of  the  total  population  of  2,750 
projected  by  the  department,  the  department  may  request  a  supplemental  appropriation  to  expand  its  contract  bed  capacity 
by  up  to  250  beds  during  the  2001  biennium." 

LFD  Comment  -  For  discussion  of  the  issue  associated  with  this  language,  see  Agency  Issues  section:  "Department  of 
Corrections  Inmate  Population  Projections  and  OBPP  Alternative." 
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Agency  Issues 

Department  of  Corrections  Inmate  Population  Projections  and  OBPP  Alternative 

Inmate  population  projections  continue  to  be  controversial  due  to  unreliability  of  past  forecasts.  This  issue  is  of 
importance  because  the  projections  provide  the  basis  for  planning  and  budgeting.  Alternatives  to  deal  with  projected 
populations  must  be  planned  well  in  advance,  are  difficult  to  change  once  started,  and  represent  a  significant  investment 
for  the  state,  both  in  general  fund  expenditures  and  in  facilities  once  they  are  built. 

As  stated,  actual  population  has  been  fewer  than  that  projected  by  the  department  to  the  1997  legislature,  and  are  again 
projected  in  the  2001  biennium  to  be  lower  than  two  years  ago.  This  change  has  resulted  in  the  postponement  of  certain 
building  projects  and  abandonment  of  plans  to  use  the  Xanthopolous  building  on  the  campus  of  Montana  State  Hospital. 
(See  the  discussion  that  follows.)  This  adjustment  is  shown  in  the  following  graph. 


4500  - 

Adult  Male  Inmate  Population 

4000  - 

3500  - 

§     3000  - 

1o     2500  - 

a.     2000  - 

°-     1500 

1000  - 

500  - 

0  - 

9 

0 

91       92      93      94      95       96       97      98      99      00      01       02 

Fiscal  Year 

03 

^—  Actual                                   —a—  DOC  Projections,  Apr,  1997 
— m-  DOC  Projections,  Sep,  1998  -e—  OBPP,  Executive  Budget 

For  the  2001  biennium,  DOC  is  projecting  secure  custody  adult  male  numbers  of  3,035  for  fiscal  2000  and  3,281  for  fiscal 
2001.  However,  the  Office  of  Budget  and  program  Planning  (OBPP),  in  developing  its  proposed  budget  for  DOC,  has 
chosen  not  to  use  the  inmate  projections  of  the  DOC.  For  purposes  of  developing  the  2001  biennium  budget,  OBPP  chose 
to  increase  the  number  of  adult  secure  males  by  151  each  year  from  fiscal  1998  to  2001.  This  number  is  the  actual 
number  by  which  the  adult  secure  custody  males  increased  between  the  fiscal  years  of  1997  and  1998.  By  using  this  fixed 
number  for  projections,  the  OBPP  is  actually  below  the  DOC  projection  by  302  in  fiscal  2000  and  by  397  in  fiscal  2001. 
Assuming  a  $48  per  day  rate  for  private  prison  contracts,  the  OBPP  reduced  the  DOC  budget  by  $5.3  million  in  fiscal 
2000  and  $7.0  million  in  fiscal  2001. 

The  legislature  is  left  with  no  way  to  determine  with  confidence  which  option  is  most  probable.  The  budget  implications 
of  using  the  more  conservative  OBPP  growth  estimates  are: 

•  should  the  actual  adult  male  inmate  population  for  fiscal  years  2000  and  2001  come  closer  to  DOC  projections,  it 
could  force  the  next  elected  governor  to  request  a  general  fund  supplemental; 

•  if  the  legislature  chooses  to  budget  by  the  DOC  numbers  and  the  inmates  do  not  materialize,  excess  funds  may  be 
appropriated  to  DOC.  Planned  facilities  may  prove  unneeded  or  could  have  been  delayed.  Not  only  does  the  OBPP 
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proposal  reduce  the  2001  general  fund  budget,  it  also  proposes  delaying  another  $5.5  million  for  construction  of  a  96- 
cell  close  security  unit  at  MSP;  and 
•  should  the  actual  male  inmate  populations  for  the  2001  biennium  be  more  in  line  with  the  numbers  projected  by  the 
DOC,  sufficient  beds  may  not  be  available  in-state,  either  at  Montana  State  Prison,  the  regional  correctional  facilities, 
or  the  private  prison  in  Shelby,  forcing  the  state  to  either  change  its  current  release  policies  or  use  county  or  out-of- 
state  facilities. 

To  deal  with  these  concerns  the  OBPP  is  proposing  that  the  following  language  be  included  in  HB  2: 

"Item  3  contains  $88,828,853  general  fund  that  is  a  biennial  appropriation  for  secure  facilities  for  men,  women  and 
juveniles  that  may  be  spent  in  either  year  of  the  biennium.  All  transfers  of  authority  between  years  must  be  fully 
explained  and  justified  on  budget  documents  submitted  to  the  office  of  budget  and  program  planning,  a  copy  of  which  will 
be  provided  to  the  legislative  fiscal  division." 

"If  the  fiscal  1999  adult  male  institutional  population  reaches  2,668  or  within  3  percent  of  the  total  population  of  2,750 
projected  by  the  department,  the  department  may  request  a  supplemental  appropriation  to  expand  its  contract  bed  capacity 
by  up  to  250  beds  during  the  2001  biennium." 

The  intent  of  this  language  is  twofold:  1)  it  is  a  trigger  mechanism  which  would  authorize  the  department  to  seek 
supplemental  funding  (although  "authorization"  is  already  provided  for  in  statute)  should  actual  populations  come  within 
3  percent  of  the  department's  projections;  and  2)  the  language  authorizes  biennial  appropriation  of  the  entire  budget  of  the 
Secure  Care  Program,  which  is  nearly  $90  million.  The  biennial  budget  is  intended  to  give  the  department  management 
flexibility  should  the  inmate  population  be  higher  than  projections. 

Legislative  Options 

There  are  a  number  of  issues  with  this  proposal: 

1)  By  removing  the  funds  now,  but  requesting  authorization  for  a  supplemental,  the  executive  would  be  requiring  the  2001 
legislature  to  plan  for  a  supplemental,  even  if  one  were  eventually  not  required.  This  plan  would  reduce  the  budget 
request  and  overall  level  of  DOC  growth.  However,  it  would  not  increase  the  overall  amount  of  funds  the  legislature  had 
available  to  spend,  because  in  order  to  provide  some  assurance  a  supplemental  could  be  funded,  the  legislature  may  want 
to  consider  increasing  the  projected  year  end  general  fund  balance  by  $10  million.  Obviously,  this  would  mean  that  the 
1999  legislature  would  have  $10  million  less  to  appropriate  for  the  2001  biennium. 

2)  The  language  establishes  a  biennial  appropriation  for  the  entire  secure  custody  budget.  This  budget  includes  all  of 
Montana  State  Prison,  Montana  Womens'  Prison,  Pine  Hill  Youth  Correctional  Facility  and  all  contract  beds.  It  also 
requires  that  the  department  provide  justification  for  any  transfers  of  authority  between  fiscal  years.  It  can  be  questioned 
whether  the  flexibility  for  this  entire  amount  is  necessary.  Montana  State  Prison  essentially  has  a  fixed  level  of  inmates 
that  is  not  expected  to  change.  Any  flexibility  need  by  the  department  would  be  confined  to  choices  among  contract 
options. 

Therefore,  the  legislature  may  want  to  consider  appropriating  only  the  general  fund  budget  for  contract  beds  as  a  biennial 
appropriation.  This  would  reduce  the  biennial  appropriation  to  $29.7  million.  By  so  doing,  the  legislature  would  still 
retain  fiscal  year  budgets  for  the  state  operated  correctional  institutions  and  at  the  same  time  provide  management 
flexibility  for  the  department,  should  population  exceeds  the  budgeted  levels. 

3)  Whether  language  authorizing  a  supplemental  is  even  required,  other  than  as  a  statement  of  intent,  is  dubious. 
Language  cannot  pre-authorize  a  supplemental.  Further,  DOC  can  always  request  a  supplemental  if  the  situation  warrants. 
Current  law  authorizes  the  Governor  to  transfer  any  appropriation  from  the  second  year  of  the  biennium  to  the  first  if 
statutory  criteria  are  met,  with  the  Legislative  Finance  Committee  having  review  capacity. 
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Forensics  (Xanthopolous)  Building  Proposal 

The  Xanthopolous  building  (X-building)  was  constructed  in  1988  as  a  new  forensics  building  on  the  campus  of  Montana 
State  Hospital.  With  downsizing  of  the  number  of  patients  at  the  state  hospital,  the  legislature  approved  the  construction 
of  a  new  hospital  building,  which  is  scheduled  for  completion  in  fiscal  2000.  The  proposal  at  that  time  was  that  when  the 
patients  were  moved  from  the  forensics  building  into  the  completed  new  hospital,  the  Department  of  Corrections  would 
take  custody  of  the  X-building  for  use  as  a  secure  custody  facility. 

In  their  budget  proposal  to  the  1997  legislature,  the  Department  of  Corrections  requested  $600,000  from  the  long  range 
building  program  for  the  purpose  of  adding  security  enhancements  to  include  upgrades  to  the  fences,  gates,  windows,  and 
electrical  security  systems  and  cameras.  In  their  operations  budget  the  department  requested  18.64  FTE  and  $934,560  in 
fiscal  1999  to  initiate  use  of  the  building.  The  DOC  was  proposing  to  use  the  facility  for  the  following  purposes  totaling 
148  beds:  1)  intensive  mental  health  treatment  -  24  beds;  2)  sexual  offender  treatment  -  48  beds;  3)  chemical  dependency 
treatment  -  52  beds;  and  4)  geriatrics/special  needs  -  24  beds. 

The  legislature  approved  the  $600,000  for  facility  improvements.  However,  the  legislature  denied  the  operational  budget 
for  the  reason  that  the  building  would  not  be  available  in  fiscal  1999,  as  construction  of  the  new  hospital  would  not  be 
complete. 

Two  years  later,  the  DOC  is  now  proposing  to  not  use  the  X-building.  DOC  officials  claim  that  use  of  the  facility  is  now 
too  expensive  and  too  removed  from  the  main  prison  campus  to  be  feasible  as  a  special  needs  prison.  The  department  is 
now  planning  on  sending  some  sex  offenders  and  chemical  dependency  treatment  inmates  to  the  Corrections  Corporation 
of  America  private  prison  being  constructed  in  Shelby.  Geriatric  and  mental  health  inmates  will  continue  to  reside  at 
MSP. 

As  a  result,  the  State  of  Montana  will  soon  have  a  vacant  12  year  old  building  on  the  campus  of  Montana  State  Hospital, 
and  no  agency  is  proposing  any  use  of  this  facility. 

Automation  Plan 

The  department  received  $430,000  in  HB  2  and  another  $3.2  million  HB  188  to  upgrade  and  improve  its  data  and 
technology  resources.  Lack  of  reliable  information  regarding  inmate  profiles  and  program  outcomes  had  been  a 
continuing  limitation  in  the  legislative  review  of  corrections  policy.  Without  an  appropriate  inmate  profile  and  tracking 
ability,  including  historical  information,  the  department  and  the  legislature  could  not  make  the  most  informed  and 
efficient  decisions  regarding  the  most  appropriate  and  effective  actions  and  treatments.  The  legislature  expects,  as  a  result 
of  this  appropriation,  that  new  data  systems  will  improve  operational  efficiency  and  provide  reliable  inmate  data  and 
program  outcomes. 

As  of  October  1998  the  status  of  these  projects  is: 

1)  All  state  facilities  including  P&P  offices  are  networked,  providing  remote  access  to  offender  data  and  electronic 
communications. 

2)  Digitized  fingerprint  identification  systems  will  be  in  place  in  fiscal  1999  at  MSP,  regional  prisons,  and  four  counties. 

3)  Complete  interface  with  the  Department  of  Justice's  criminal  history  record  system  was  accomplished  to  insure  that  all 
inmate  data  is  captured  and  shared  among  the  state  criminal  justice  agencies. 

4)  The  development  of  a  new  inmate  information  system  to  replace  present  Adult  Corrections  Information  System  (ACIS) 
has  begun.  ACIS  has  not  been  able  to  provide  essential  or  reliable  data  and  is  seriously  outdated.  The  new  system, 
entitled  "PRO-Files",  will  be  developed  in-house  for  reasons  of  ownership,  costs,  and  timelines.  The  new  system  should 
be  in  place  in  fiscal  2000; 
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5)  Equipment  for  electronic  photo  imaging  and  bar  coding  was  installed  at  MSP  in  July.  This  will  allow  the  department  to 
record  electronically  pictures  of  inmates,  identifying  scars,  tattoos,  etc. 

No  new  information  technology  initiatives  are  being  pursued  for  the  2001  biennium. 

The  legislature  may  wish  to  ask  the  department  to  discuss  what  data  will  be  available  and  how  the  data  will  be  used  when 
the  system  in  fully  operational. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec  Budget 
Fiscal  2001 

Exec  Budget 
Fiscal  00-01 

FTE 

14865 

.00 

8.00 

156.65 

00 

8.00 

156.65 

156.65 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

4,636,164 

6,400,924 

37,154 

0 

1,194,404 

1,449,161 

45,470 

0 

295,295 

279,805 

0 

0 

6,125,863 

8,129,890 

82,624 

0 

1,165,877 

1,790,463 

6,525 

0 

293,584 

219,486 

0 

0 

6,095,625 

8,410,873 

43,679 

0 

12,221,488 

16,540,763 

126,303 

0 

Debt  Service 

48,300 

0 

0 

48,300 

0 

0 

48,300 

96,600 

Total  Costs 

$11,122,542 

$2,689,035 

$575,100 

$14,386,677 

$2,962,865 

$513,070 

$14,598,477 

$28,985,154 

General  Fund 
State/Other  Special 
Federal  Special 
Capital  Projects 
Proprietary 

11,068,708 

4,444 

0 

0 

49,390 

2,683,839 

(565) 

0 

0 

5,761 

508,210 

0 

66,890 

0 

0 

14,260,757 

3,879 

66,890 

0 

55,151 

2,965,023 

(3,076) 

0 

0 

918 

481,397 

0 

31,673 

0 

0 

14,515,128 

1,368 

31,673 

0 

50,308 

28,775,885 

5,247 

98,563 

0 

105,459 

Total  Funds 

$11,122,542 

$2,689,035 

$575,100 

$14,386,677 

$2,962,865 

$513,070 

$14,598,477 

$28,985,154 

Program  Description 

The  Administration  and  Support  Services  Program  includes  the  Director  Office,  Administrative  Services  Division, 
Professional  Services  Division  and  the  administratively  attached  Board  of  Pardons.  This  program  provides  human 
resource,  fiscal,  and  legal  information;  technical  correctional  services;  policy  and  staff  development;  research;  facility 
management;  and  access  to  health  care  services  to  the  department,  government  entities  and  the  public. 

Funding 

General  fund  provides  over  99  percent  of  the  funding  for  the  Administration  and  Support  Services  Program.  Proprietary 
funds  are  from  the  Prison  Ranch,  the  Prison  Industries  Program,  and  the  Industries  Training  Program.  These  funds  are 
allocated  for  a  proportionate  share  of  audit  costs  and  other  fixed  costs. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

1,075,837 

6,239 

504,510 

1,047,310 

3,754 

454,991 

Total  Statewide  Adjustments 

$1,586,586 

$1,506,055 

Present  Law  Adjustments 

mi 

1131 
1141 
1155 

Board  of  Pardons  Present  Law  Adj 
Administrative  Serv  Present  Law  Adj 
Professional  Serv  Present  Law  Adj 
Outside  Medical  Present  Law  Adjust 

.00 
.00 

00 
.00 

26,269 

56,437 

169,259 

850,484 

26,269 

56,437 

169,259 

850,484 

.00 
.00 
.00 
.00 

28,851 

39,300 

132,867 

1,255,792 

28,851 

39,300 

132,867 

1,255,792 

Total  PL  Adjustments 

.00 

$1,102,449 

$1,102,449 

.00 

$1,456,810 

$1,456,810 

Present  Law  Adjustments  Total 

$2,689,035 

$2,962,865 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 
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Present  law  adjustments  for  personal  services  increase  by  25  percent,  as  12.0  FTE  authorized  by  the  legislature  in  fiscal 

1999  are  not  reflected  in  the  fiscal  1998  base  but  must  be  funded  in  the  2001  biennium.  Vacancy  savings  averaging  2.0 
percent  was  applied  to  this  program.  Vacancy  saving  was  not  applied  to  direct  care  medical  positions. 

DP  1111  -  Board  of  Pardons  Present  Law  Adjustment  -  The  board  members  are  paid  $50  per  diem  each  day  they  are 
performing  board  business.  It  is  anticipated  the  board  members  will  each  spend  75  days  on  board  related  issues  in  fiscal 

2000  and  fiscal  2001.  In  fiscal  1998  $14,000  was  expended  on  board  per  diem.  This  request  is  for  an  additional  $15,000 
per  year.  Other  increases  include:  1)  file  cabinets  and  other  office  equipment  of  $2,000  in  fiscal  2000  and  $4,700  in  fiscal 
2001;  2)  replace  one  of  two  computers,  at  $3,500  per  year;  3)  new  carpet,  at  $1,645  in  fiscal  2000  and  $1,375  in  fiscal 
2001;  and  4)  security  systems  totaling  $4,503  in  fiscal  2000  and  $4,255  in  fiscal  2001. 

DP  1131  -  Administrative  Services  Present  Law  Adjustment  -  The  executive  is  requesting  a  new  proposal  for  risk 
management  at  a  general  fund  cost  of  $181,056  in  fiscal  2000  and  $140,096  in  fiscal  2001.  DOC  proposes  to  hire  a  1.00 
FTE  risk  manager  and  1.00  FTE  administrative  support  position.  The  department  is  proposing  as  part  of  this  request:  1)  a 
field  officer  training  program  to  ensure  on-going  and  comprehensive  training  and  performance  evaluation  during 
probation;  2)  random  drug  testing  of  DOC  employees  to  assure  worker  fitness  for  duty  and  to  protect  DOC  employees, 
offenders  and  the  public  from  the  risks  posed  by  the  use  of  alcohol  and  prohibited  substances;  and  3)  establishment  of  an 
effective  pre-employment  psychological  testing  instrument  to  enable  the  DOC  to  identify  applicants  not  suitable  or  highly 
recommended  for  positions  working  with  convicted  felons  and  weapons  and  within  a  criminal  institution. 

DP  1141  -  Professional  Services  Present  Law  Adjustment  -  Significant  increases  requested  in  the  professional  services 
area,  which  total  $169,  259  in  fiscal  2000  and  $132,867  in  fiscal  2001,  are  as  follows: 

1)  Professional  services  requests  personal  services  costs  each  year  for  the  following  items: 

a)  overtime  -  $56,558; 

b)  differential  pay-  $44,928; 

c)  holiday's  worked  -  $1 1,1 19; 

d)  benefits -$13,781;  and 

e)  inmate  pay  -  $21,224. 

LFD  Comment  -  Accounting  records  show  that  only  $19,546  was  expended  for  differential  pay  in  fiscal  1998. 

2)  The  Professional  Services  Division  has  a  department  dental  administration  contract.  Contract  terms  are  $2,000  per 
month  plus  $6,000  for  travel  and  other  costs.  Total  cost  of  the  contract  is  $30,000  per  year.  This  is  a  $26,000  increase 
over  base  year  expenditures  of  $4,000. 

LFD  Issue  -  Dental  services  have  been  provided  to  inmates  for  years.  Included  in  the  base  budget  is  approximately 
$60,000  for  dentistry.  A  $26,000  increase  in  a  contract  for  dental  services  should  result  in  offsetting  dental 
expenditures  elsewhere.  The  legislature  may  wish  to  ask  the  department  to  explain  how  costs  will  be  reduced  by  at 
least  the  amount  requested. 

3)  The  Montana  State  Prison  remodeled  and  added  four  more  exam  rooms  to  its  infirmary.  The  infirmary  requests  the 
following  supply  items  in  fiscal  2000:  1)  two  exam  tables  at  $2,000  each;  2)  four  wallmount  otoscopes/opthalmascopes  at 
$550  each;  3)  five  rolling  file  cabinets  at  $1,000  each;  and  4)  other  physical  therapy  equipment  at  $3,000. 

4)  Motor  pool  costs  of  $3,492  in  fiscal  2000  and  $3,300  in  fiscal  2001  are  for  one  motor  pool  leased  vehicle  received  in 
fiscal  1999. 

5)  The  infirmary  requests  the  following  equipment  items  in  fiscal  2000  due  to  the  addition  of  four  exam  rooms:  1)  two 
trauma  gurneys  at  $5,000  each,  and  2)  one  cardiac  monitor  at  $12,000. 
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DP  1 155  -  Outside  Medical  Present  Law  Adjust  -  The  budgeted  average  daily  population  (ADP)  is  2,919  in  fiscal  2000 
and  3,097  in  fiscal  2001.  This  is  58  fewer  ADP  in  fiscal  2000  and  200  fewer  in  fiscal  2001  than  DOC  projections.  Fiscal 
1998  actual  expenditures  for  medical  were  $2,795,532  for  fiscal  1998  or  $3.10  per  ADP  per  day.  The  present  law  general 
fund  increase  is  $850,484  in  fiscal  2000  and  $1,255,792  in  fiscal  2001. 

LFD  Issue  -  According  to  Wharton  Econometrics,  health  services  costs  are  projected  to  grow  by  3.6  percent  in 
fiscal  2000  and  4.0  percent  in  fiscal  2001.  Assuming  a  7  percent  inflation  growth  for  the  two  years  from  1998  to 
2000,  and  11.0  percent  from  1998  to  2001,  the  projected  increase  for  medical  services  would  be  $748,192  in  fiscal 
2000  and  $1,094,192  in  fiscal  2001.  This  level  is  $263,886  less  than  the  current  requested  over  the  biennium. 


New  Proposals 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Description 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

2111 

Board  of  Pardons  New  Proposal 

2.00 

98,402 

98,402 

2.00 

83,597 

83,597 

2136 

Financial  Specialists 

2.00 

65,639 

65,639 

2.00 

59,521 

59,521 

2141 

Risk  Management 

2.00 

146,056 

181,056 

2.00 

140,096 

140,096 

2142 

MLEA  Trainer 

1.00 

101,140 

101,140 

1.00 

98,173 

98,173 

21310 

Random  Controlled  Substance  Testing 

.00 

96,973 

96,973 

.00 

100,010 

100,010 

21311 

Victims  Officer 

1.00 

0 

31,890 

100 

0 

31,673 

Total  New  Proposals 

800 

$508,210 

$575,100 

800 

$481,397 

$513,070 

New  Proposals 

DP  21 1 1  -  Board  of  Pardons  New  Proposal  -  The  department  requests:  1)  an  additional  2.0  FTE  administrative  officers  to 
assist  the  board  in  making  probation  decisions  at  a  cost  of  $68,897  in  fiscal  2000  and  $68,419  in  fiscal  2001;  2)  supplies, 
including  a  computer  with  software  estimated  at  $1,750  and  other  office  equipment  of  $1,000;  3)  other  operating 
expenses,  including  a  lease  vehicle  at  $4,503  in  fiscal  2000  and  $4,255  in  fiscal  2001;  and  4)  communications,  training, 
and  travel,  including  training  for  board  members  at  a  cost  of  $3,750  each  year  of  the  2001  biennium. 

The  board  also  requests  $4,300  in  fiscal  2000  to  achieve  American  Correctional  Association  Accreditation. 

DP  2136  -  Financial  Specialists  -  The  executive  is  requesting  financial  specialists  for  Region  II  and  Region  VI  (a  new 
Eastern  Montana  regional  office).  These  positions  would  provide  support  to  regional  administrators  and  juvenile  parole 
officers  in  these  regional  offices.  The  2.00  FTE  and  associated  general  fund  costs  would  be  $65,639  in  fiscal  2000  and 
$59,521  in  fiscal  2001.  The  1997  legislature  provided  funding  for  five  financial  specialist  positions.  With  the  addition  of 
these  two  requested  positions,  each  of  the  six  regional  offices  would  have  a  financial  specialist,  with  a  supervisor  located 
in  Helena  to  oversee  administrative  duties  related  to  the  fiscal  aspects  of  juvenile  placements.  The  budget  includes  two 
computers  at  $3,500,  two  office  equipment  packages  for  $2,000,  and  motor  pool  costs  of  $5,077  and  $4,798. 

LFD  Comment  -  Before  acting  on  this  request,  the  legislature  may  wish  to  ask  that  the  department  report  on  any 
cost  savings  realized  due  to  the  addition  of  the  five  financial  specialists  approved  for  the  1999  biennium. 

DP  2141  -  Risk  Management  -  The  executive  is  requesting  a  new  proposal  for  risk  management  at  a  general  fund  cost  of 
$181,056  in  fiscal  2000  and  $140,096  in  fiscal  2001.  DOC  proposes  to  hire  a  1.00  FTE  risk  manager  and  1.00  FTE 
administrative  support  position.  The  department  is  proposing  as  part  of  this  request:  1)  a  field  officer  training  program  to 
ensure  on-going  and  comprehensive  training  and  performance  evaluation  during  probation;  2)  random  drug  testing  of 
DOC  employees  to  assure  worker  fitness  for  duty  and  to  protect  DOC  employees,  offenders  and  the  public  from  the  risks 
posed  by  the  use  of  alcohol  and  prohibited  substances;  and  3)  establishment  of  an  effective  pre-employment  psychological 
testing  instrument  to  enable  the  DOC  to  identify  applicants  not  suitable  or  highly  recommended  for  positions  working 
with  convicted  felons  and  weapons  and  within  a  criminal  institution. 

DP  2142  -  MLEA  Trainer  -  The  executive  is  requesting  addition  of  a  MLEA  correction/detention  officer  to  increase  the 
number  of  training  classes  for  correctional  officers  at  the  academy  from  6  to  12  per  year.  The  general  fund  cost  is 
$101,140  in  fiscal  2000  and  $98,173  in  fiscal  2001.    Because  of  the  new  regional  prisons,  private  prison,  and  the 
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expansion  of  the  Pine  Hills  Youth  Correctional  Facility,  the  demand  for  correctional  officer  training  is  expected  to 
increase  over  the  2001  biennium. 

DP  21310  -  Random  Controlled  Substance  Testing  -  The  general  fund  cost  of  this  request  is  $96,973  in  fiscal  2000  and 
$100,010  in  fiscal  2001.  Under  the  federal  1997  Violent  Offender  Incarceration  and  Truth-in-Sentencing  Appropriations 
Act,  no  federal  funds  shall  be  available  to  states  unless  the  state  has  implemented  a  program  of  drug  testing  and 
intervention  for  all  offenders  under  state  corrections  supervision.  Montana  has  already  received  approximately  $6.3 
million  in  federal  funds  through  fiscal  1998  for  corrections  construction. 

The  DOC  has  conducted  drug  testing  in  state  prisons  and  community  correction  programs  (pre-release  and  probation  and 
parole)  for  several  years.  However,  the  department  is  requesting  funds  to  implement  a  new  drug  policy  (driven  by  these 
federal  guidelines)  that  mandates  random  drug  testing  of  5  percent  of  the  offender  population.  The  department  also 
requests  funds  to:  1)  maintain  data  and  records  regarding  urinalysis  results  and  sanctions  to  determine  consistency 
statewide:  and  2)  to  determine  if  random  drug  testing  has  an  effect  and  decreases  drug  use  and  subsequently  decreases 
other  criminal/antisocial  behaviors. 

DP  21311  -  Victims  Officer  -  This  new  proposal  would  add  1.00  FTE  as  recommended  by  the  DOC  Crime  Victims 
Advisory  Council,  an  advisory  group  comprised  of  victims  of  felony  crime.  The  1.00  FTE  position  requested  would  assist 
and  report  to  the  DOC  public  and  victim  information  specialist.  This  position  would  be  funded  from  Victims  of  Crime 
Act  funds  awarded  through  the  Montana  Board  of  Crime  Control.  The  federal  fund  cost  of  the  victims  officer  is  $31,890 
in  fiscal  2000  and  $31,673  in  fiscal  2001. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

223.50 

.00 

27.00 

250.50 

.00 

43.00 

266  50 

266.50 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 
Debt  Service 

7,733,033 
10,758,121 

42,211 
7,217,536 

36,052 

690,376 

3,566,985 

49,808 

606,190 

223,500 

887,868 

411,989 

12,019 

0 

0 

9,311,277 
14,737,095 

104,038 
7,823,726 

259,552 

655,223 

4,238,885 

24,210 

(167,723) 

223,500 

1,468,638 

1,194,879 

20,000 

0 

0 

9,856,894 

16,191,885 

86,421 

7,049,813 

259,552 

19,168,171 
30,928,980 

190,459 
14,873,539 

519,104 

Total  Costs 

$25,786,953 

$5,136,859 

$1,311,876 

$32,235,688 

$4,974,095 

$2,683,517 

$33,444,565 

$65,680,253 

General  Fund 
State/Other  Special 
Federal  Special 

25,328,487 
215,305 
243,161 

5,120,641 

14,400 

1,818 

1,277,316 

0 

34,560 

31,726,444 
229,705 
279,539 

4,976,655 

14,400 

(16,960) 

2,648,957 

0 

34,560 

32,954,099 
229,705 
260,761 

64,680,543 
459,410 
540,300 

Total  Funds 

$25,786,953 

$5,136,859 

$1,311,876 

$32,235,688 

$4,974,095 

$2,683,517 

$33,444,565 

$65,680,253 

Program  Description 

The  Community  Corrections  Program  includes  adult  probation  and  parole,  juvenile  parole,  male  and  female  community 
corrections  programs,  the  boot  camp,  juvenile  transition  centers  and  juvenile  out-of-home  placements.  The  department 
contracts  with  non-profit  corporations  in  Great  Falls,  Butte,  Missoula,  and  Billings  for  pre-release  services. 

Funding 

Funding  for  the  Community  Corrections  Program  is  98  percent  general  fund.  State  special  revenue  funds  are  from 
probation  and  parole  fees  collected  from  parolees  to  help  defray  the  cost  of  parole  supervision.  In  addition,  various 
federal  grants  total  approximately  $280,000  in  fiscal  2000  and  $260,  000  in  fiscal  2001. 


Present  Law  Adjustments 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Present  Law  Description 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

Statewide  Present  Law 

Personal  Services 

568,712 

533,559 

Inflation/Deflation 

71,437 

56,642 

Fixed  Costs 

(1,040) 

(1,040) 

Total  Statewide  Adjustments 

$639,109 

$589,161 

Present  Law  Adjustments 

1213 

Pre-release  Present  Law  Adjust 

00 

2,930,325 

2,930,325 

.00 

3,600,244 

3,600,244 

1214 

Juvenile  Placement  Present  Law  Adj 

00 

603,482 

618,190 

00 

(151,653) 

(155,723) 

1216 

ISP  Electronic  Monitoring  PL  Adjust 

.00 

204,600 

219,000 

00 

204,600 

219,000 

1221 

TSCTC  Present  Law  Adjustments 

00 

188,696 

1 88,696 

00 

192,077 

192,077 

1241 

Probation  and  Parole  Adjustments 

.00 

387,026 

387,026 

00 

377,475 

377,475 

1251 

Riverside  Present  Law  Adjustments 

.00 

63,927 

63,927 

00 

49,177 

49,177 

1261 

Aspen  Inflation  Adjustment 

.00 

21,894 

21,894 

00 

44,007 

44,007 

1271 

Transition  Center  Present  Law  Adj 

00 

68,692 

68,692 

00 

58,677 

58,677 

Total  PL  Adjustments 

.00 

$4,468,642 

$4,497,750 

.00 

$4,374,604 

$4,384,934 

Present  Law  Adjustments  Total 

$5,136,859 

$4,974,095 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 
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New  Proposals 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Description 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

2212 

Site  a  40  bed  Pre-release  center 

.00 

0 

0 

.00 

692,189 

692,189 

2215 

Probation  &  Parole  Bureau  Staff 

27.00 

1,176,974 

1,176,974 

43.00 

1,860,538 

1,860,538 

2221 

TSCTC  New  Equipment 

.00 

17,519 

17,519 

.00 

22,500 

22,500 

2239 

Pre-release  sex  offender  beds 

.00 

73,000 

73,000 

.00 

73,730 

73,730 

2271 

Transition  Center  New  Equipment 

.00 

5,823 

5,823 

.00 

0 

0 

22512 

Criminal  Justice  Investigatiion  Net 

.00 

0 

34,560 

.00 

0 

34,560 

22513 

Riverside  New  Equipment 

.00 

4,000 

4,000 

.00 

0 

0 

Total  New  Proposals 

27.00 

$1,277,316 

$1,311,876 

43.00 

$2,648,957 

$2,683,517 
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Program  Details 

Community  Corrections  Admin  -  01 

Community  Corrections  Administration  includes  supervisory  staff. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 

Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

8.00 

.00 

00 

8.00 

.00 

.00 

8.00 

8.00 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 

346,863 

129,019 

0 

0 

23,448 

1,526 

0 

0 

0 

34,560 

0 

0 

370,311 

165,105 

0 

0 

21,760 

1,247 

0 

0 

0 

34,560 

0 

0 

368,623 

164,826 

0 

0 

738,934 

329,931 

0 

0 

Debt  Service 

934 

219,000 

0 

219,934 

219,000 

0 

219,934 

439,868 

Total  Costs 

$476,816 

$243,974 

$34,560 

$755,350 

$242,007 

$34,560 

$753,383 

$1,508,733 

General  Fund 
State/Other  Special 
Federal  Special 

476,816 
0 
0 

229,574 

14,400 

0 

0 

0 

34,560 

706,390 
14,400 
34,560 

227,607 

14,400 

0 

0 

0 

34,560 

704,423 
14,400 
34,560 

1,410,813 
28,800 
69,120 

Total  Funds 

$476,816 

$243,974 

$34,560 

$755,350 

$242,007 

$34,560 

$753,383 

$1,508,733 

Sub-Program  Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 

23,448 
1,526 

21,760 
1,247 

Total  Statewide  Adjustments 

$24,974 

$23,007 

Present  Law  Adjustments 

1216      ISP  Electronic  Monitoring  PL  Adjust 

.00 

204,600 

219,000 

.00 

204,600 

219,000 

Total  PL  Adjustments 

.00 

$204,600 

$219,000 

.00 

$204,600 

$219,000 

Present  Law  Adjustments  Total 

$243,974 

$242,007 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  Vacancy  savings  of  2.8  percent  were  applied  to  this  subprogram. 

DP  1216  -  ISP  Electronic  Monitoring  PL  Adjustment  -  The  executive  is  proposing  to  increase  the  Intensive  Supervision 
Program  (ISP)  population  to  270  offenders  (an  increase  of  approximately  100  offenders)  by  the  year  2004.  ISP  is  for 
probation  and  parole  violators  and  parole  eligible  inmates  who  cannot  get  released  from  prison  and  accepted  on  parole.  It 
is  also  used  for  DOC  commitments  who  are  sentenced  by  the  judge  and  determined  to  be  acceptable  for  community 
supervision  by  the  community  screening  committee.  The  ISP  is  a  9-12  month  program,  in  which  electronic  monitoring  is 
used  during  the  first  3-6  months.  This  proposal  includes  a  charge  to  each  offender  on  ISP  or  electronic  monitoring  of  $10 
per  month,  or  $14,400  per  year  for  120  offenders.  These  revenues  would  be  used  for  supervisory  costs.  The  general  fund 
cost  is  $204,600  per  fiscal  year  for  lease  of  the  equipment. 
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Sub-Program  New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

225 1 2     Criminal  Justice  Investigatiion  Net 
Total  New  Proposals 

.00 
.00 

0 
$0 

34,560 
$34,560 

.00 
.00 

0 

$0 

34,560 
$34,560 

New  Proposals 

DP  22512  -  Criminal  Justice  Investigatiion  Net  -  This  request  is  intended  to  provide  each  region  with  access  to  CJIN, 
which  would  provide  officers  with  immediate  criminal  history  records.  Probation  and  parole  officers  are  court  ordered  to 
do  pre-sentence  investigations  on  approximately  200  defendants  every  month  (2,400  per  year).  Each  pre-sentence 
investigation  requires  the  officer  to  do  a  record  check  through  CJIN.  Officers  would  also  use  the  terminal  to  get  current 
criminal  history  for  reports  of  violations  and  other  matters  concerning  their  probationers  and  parolees,  such  as  monitoring 
criminal  activity  and  vehicle  inquiries.  The  department  would  use  CJIN  to  provide  criminal  record  checks  for  potential 
employees  or  interns.  The  annual  cost  per  terminal  is  $5,760.  The  total  federal  special  revenue  request  is  $34,560  for  six 
terminals  each  year  of  the  2001  biennium. 
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Program  Details 

Treasure  State  Correctional  Training  Center  -  02 

Treasure  State  Correctional  Training  Center  (TSCTC),  referred  to  as  the  boot  camp,  is  located  on  the  campus  of  Montana 
State  Prison.  Every  year  four  classes  of  approximately  60  inmates  complete  training  at  the  center. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 

Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 
Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

25.50 

.00 

.00 

25.50 

00 

.00 

25.50 

25.50 

Personal  Services 
Operating  Expenses 
Equipment 

901,272 
206,571 

(4,210) 

24,970 

131,984 

16,229 

0 

5,500 

12,019 

926,242 

344,055 

24,038 

22,180 
126,852 
24,210 

0 

2,500 

20,000 

923,452 

335,923 

40,000 

1,849,694 

679,978 

64,038 

Total  Costs 

$1,103,633 

$173,183 

$17,519 

$1,294,335 

$173,242 

$22,500 

$1,299,375 

$2,593,710 

General  Fund 
Federal  Special 

1,103,018 
615 

167,798 
5,385 

17,519 
0 

1,288,335 
6,000 

167,857 
5,385 

22,500 
0 

1,293,375 
6,000 

2,581,710 
12,000 

Total  Funds 

$1,103,633 

$173,183 

$17,519 

$1,294,335 

$173,242 

$22,500 

$1,299,375 

$2,593,710 

Sub-Program  Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

(17,960) 

2,447 

0 

(20,750) 

1,915 

0 

Total  Statewide  Adjustments 

($15,513) 

($18,835) 

Present  Law  Adjustments 

1221        TSCTC  Present  Law  Adjustments 

00 

1 88,696 

188,696 

.00 

192,077 

192,077 

Total  PL  Adjustments 

.00 

$188,696 

$188,696 

.00 

$192,077 

$192,077 

Present  Law  Adjustments  Total 

$173,183 

$173,242 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  No  vacancy  savings  were  taken  in  this  subprogram. 

DP  1221  -  TSCTC  Present  Law  Adjustments  -  Personal  services  adjustments  each  year  include  1)  overtime  of  $22,631;  2) 
holidays  worked  of  $13,1 14;  and  3)  associated  benefits  of  $7,185.  Overtime  and  holidays  worked  are  requested  at  the 
level  expended  in  fiscal  1998. 

The  ADP  will  increase  from  20.3  in  fiscal  1998  to  50  in  fiscal  2000  and  fiscal  2001  in  the  executive  request.  Supply  items 
that  are  used  by  the  trainees  will  increase  in  proportion  to  the  increase  in  the  ADP.  The  total  request  is  $29,645  each  year 
for  clothing  and  personal  items,  drugs,  educational  materials,  medical  and  hospital  supplies  and  linens  and  bedding. 

Contracted  services  for  MSP  laundry  service  and  meals  would  increase  in  fiscal  2000  and  fiscal  2001  by  $99,892  due  to 
the  proposed  increase  in  ADP. 
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LFD  Comment  -  The  base  year  for  contracted  services  totals  $62,078.  The  requested  amount  of  $161,970  ($99,892 
+  $62,078)  is  an  increase  of  over  160  percent. 


Sub-Program  New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

2221 

TSCTC  New  Equipment 
Total  New  Proposals 

.00 
00 

17,519 

$17,519 

17,519 
$17,519 

.00 

.00 

22,500 
$22,500 

22,500 

$22,500 

New  Proposals 

DP  2221  -  TSCTC  New  Equipment  -  Included  in  the  fiscal  2000  equipment  recommendation  are  two  self-contained 
breathing  apparatus,  testing  and  calibration  equipment  for  heating  and  cooling  system  maintenance,  and  a  used  4X4  pick- 
up truck.  An  8-foot  utility  trailer  and  a  used  nine  passenger  4X4  suburban  are  recommended  in  fiscal  2001.  The  general 
fund  costs  are  $17,519  in  fiscal  2000  and  $22,500  in  fiscal  2001. 
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Program  Details 

Pre-Release  -  03 

The  department  currently  contracts  with  pre-release  centers  located  in  Butte,  Billings,  Great  Falls  and  Missoula.  Pre- 
release centers  provide  supervised  educational,  treatment,  and  work  opportunities  for  offenders.  Offenders  are  required  to 
reside  in  these  centers  during  their  placements.  Currently  there  are  approximately  270  beds  for  males  and  80  beds  for 
females. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 

Proposals 

Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

.00 

.00 

.00 

.00 

.00 

.00 

.00 

.00 

Operating  Expenses 

5,605,971 

2,930,325 

73,000 

8,609,296 

3,600,244 

765,919 

9,972,134 

18,581,430 

Total  Costs 

$5,605,971 

$2,930,325 

$73,000 

$8,609,296 

$3,600,244 

$765,919 

$9,972,134 

$18,581,430 

General  Fund 

5,605,971 

2,930,325 

73,000 

8,609,296 

3,600,244 

765,919 

9,972,134 

18.581,430 

Total  Funds 

$5,605,971 

$2,930,325 

$73,000 

$8,609,296 

$3,600,244 

$765,919 

$9,972,134 

$18,581,430 

Sub-Program  Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 
General 

Fund 

Fiscal  2001 
Total 
Funds 

Present  Law  Adjustments 

1213 

Pre-release  Present  Law  Adjust 

00 

2,930,325 

2,930,325 

.00 

3,600,244 

3,600,244 

Total  PL  Adjustments 

00 

$2,930,325 

$2,930,325 

.00 

$3,600,244 

$3,600,244 

Present  Law  Adjustments  Total 

$2,930,325 

$3,600,244 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  No  vacancy  savings  were  taken  for  pre-release. 

DP  1213  -  Pre-release  Present  Law  Adjust  -  This  adjustment  is  intended  to  fund:  1)  7  additional  adult  female  and  10  male 
offender  beds;  2)  the  expansion  of  the  Missoula  pre-release  center  to  provide  for  an  additional  20  female  and  50  male 
beds;  and  3)  a  30  bed  adult  offender  chemical  dependency  program  operated  by  Community  Counseling  and  Correctional 
Services,  Inc.  General  fund  cost  is  $2,930,325  in  fiscal  2000  and  $3,600,244  in  fiscal  2001. 

LFD  Issue  -  According  to  the  population  table  presented  in  the  agency  overview  present  law  section,  male  pre- 
release is  projected  to  expand  from  295  in  fiscal  1998  to  389  in  fiscal  2000  and  429  in  fiscal  2001,  an  increase  of  94 
and  134  respectively.  Assuming  a  daily  rate  of  $47.20  for  males  in  fiscal  2000,  and  $47.69  in  fiscal  2001,  male  pre- 
release would  grow  by  $1,623,869  in  fiscal  2000  and  $2,332,518  in  fiscal  2001. 

Female  pre-release  is  projected  to  grow  from  an  ADP  of  85  in  fiscal  1998  to  ADP  of  124  in  fiscal  2000  and  fiscal 
2001,  an  increase  of  39  beds.  Assuming  a  daily  rate  of  $40.86  in  fiscal  2000  and  $41.65  in  fiscal  2001,  female  pre- 
release would  grow  by  $583,235  in  fiscal  2000  and  $592,887  in  fiscal  2001. 

The  combination  of  the  above  calculations  is  $723,221  less  than  the  requested  amount  in  fiscal  2000  and  $674,839 
less  in  fiscal  2001. 
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Sub-Program  New  Proposals 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Description 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

2212 

Site  a  40  bed  Pre-release  center 

.00 

0 

0 

.00 

692,189 

692,189 

2239 

Pre-release  sex  offender  beds 

.00 

73,000 

73,000 

.00 

73,730 

73,730 

Total  New  Proposals 

.00 

$73,000 

$73,000 

.00 

$765,919 

$765,919 

New  Proposals 

DP  2212  -  Site  a  40  bed  Pre-release  Center  -  The  executive  recommends  the  plan  to  site  a  40-bed  pre-release  center  for 
male  offenders  in  FY  2001.  The  request  includes  debt  service  for  development  of  the  facility.  The  pre-release  center  will 
provide  an  alternative  to  incarceration  at  the  MSP  and  assist  male  offenders  in  making  an  easier  transition  from 
institutional  living  to  the  community.  Total  general  fund  costs  in  FY  2001  is  $692,189. 

DP  2239  -  Pre-release  Sex  Offender  Beds  -  The  executive,  on  recommendation  of  the  DOC  Task  Force  for  the  Effective 
Management  of  Sex  Offenders,  requests  funding  10  pre-release  center  beds  for  adult  sex  offenders  who  are  at  a  moderate 
or  high  risk.  The  beds  would  be  utilized  by  offenders  referred  to  and  accepted  into  the  regular  pre-release  program  or  for 
offenders  transitioning  into  the  community  from  MSP  or  MWP.  It  will  require  the  sex  offender  to  stay  a  minimum  of  30 
to  60  days  at  the  pre-release  center  to  obtain  employment  and  housing  in  the  community,  prior  to  being  released.  General 
fund  cost  of  the  proposal  is  $73,000  in  fiscal  2000  and  $73730  in  fiscal  2001. 

The  request  is  based  on  an  estimate  of  an  additional  $20/day  for  pre-release  centers  in  fiscal  2000  and  $20.40  in  fiscal 
2001. 

LFD  Comment  -  These  are  not  additional  pre-release  beds,  but  instead  are  funding  additions  to  existing  bed 
contracts  to  allow  the  placement  of  moderate  to  high  risk  sex  offenders  into  the  pre-release  program. 
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Program  Details 

Probation  and  Parole  04 

Probation  and  Parole  supervises  over  4,000  inmates. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 

Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

143.50 

00 

27.00 

170.50 

.00 

43.00 

186.50 

186.50 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

5,208,288 

1,485,864 

46,421 

35,118 

357,259 

382,674 

20,579 

0 

887,868 

289,106 

0 

0 

6,453,415 

2,157,644 

67,000 

35,118 

333,929 

380,915 

0 

0 

1,468,638 

391,900 

0 

0 

7,010,855 

2,258,679 

46,421 

35,118 

13,464,270 

4,416,323 

113,421 

70,236 

Total  Costs 

$6,775,691 

$760,512 

$1,176,974 

$8,713,177 

$714,844 

$1,860,538 

$9,351,073 

$18,064,250 

General  Fund 
State/Other  Special 
Federal  Special 

6,530,386 

215,305 

30,000 

790,512 

0 

(30,000) 

1,176,974 
0 
0 

8,497,872 

215,305 

0 

744,844 

0 

(30,000) 

1,860,538 
0 
0 

9,135,768 

215,305 

0 

17,633,640 

430,610 

0 

Total  Funds 

$6,775,691 

$760,512 

$1,176,974 

$8,713,177 

$714,844 

$1,860,538 

$9,351,073 

$18,064,250 

Sub-Program  Present  Law  Adj 
Present  Law  Description 

istmenui 

Fiscal  2000           Fiscal  2000 
Fiscal  2000              General                   Total 
FTE                     Fund                    Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

313,174 
61,352 
(1,040) 

289,844 
48,565 
(1,040) 

Total  Statewide  Adjustments 

$373,486 

$337,369 

Present  Law  Adjustments 

1 24 1       Probation  and  Parole  Adjustments 

.00 

387,026 

387,026 

00 

377,475 

377,475 

Total  PL  Adjustments 

00 

$387,026 

$387,026 

.00 

$377,475 

$377,475 

Present  Law  Adjustments  Total 

$760,512 

$714,844 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  An  average  vacancy  savings  rate  of  less  that  0.5  percent  was  applied  to  this  subprogram. 

DP  1241  -  Probation  and  Parole  Adjustments  -  The  department  requests  a  number  of  increases  in  this  decision  package. 
The  legislature  may  wish  to  examine  significant  adjustments  individually. 

1)  The  request  includes  costs  for  the  leasing  of  18  vehicles  in  fiscal  2000  to  replace  state-owned  vehicles  that  were  in  use 
in  fiscal  1998  (9  were  replaced  in  fiscal  1999  and  9  would  be  replaced  in  fiscal  2000).  The  amount  of  the  lease  is 
$67,176,  less  fuel  and  maintenance  savings  of  $2,525  and  $2,585  respectively.  The  cost  of  motor  pool  leases  for  fiscal 
2000  also  includes  6  additional  motor  pool  leases  that  are  designated  for  use  by  6  new  FTE's  added  in  fiscal  1999.  The 
cost  of  these  6  motor  pool  vehicles  is  $20,952.  Total  cost  in  fiscal  2000  is  $83,018. 
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The  cost  in  fiscal  2001  for  the  24  replacement  vehicles  acquired  in  fiscal  1999  and  fiscal  2000  is  $82,704  less  fuel  and 
maintenance  savings  of  $2,525  and  $2,585  respectively.  The  cost  of  the  replacement  vehicles  in  fiscal  2001  also  includes 
6  additional  vehicles  replaced  in  fiscal  2001  at  a  cost  of  $19,800  with  corresponding  savings  in  fuel  and  maintenance  of 
$3,348.  Total  cost  in  fiscal  2001  is  $94,046. 

2)  Increasing  county  jail  costs  are  due  to  an  increase  in  the  incarceration  of  parolees,  pre-release  center  inmates,  and 
transitional  living  and  intensive  supervision  participants.  The  increase  was  calculated  using  170  offenders  staying  an 
average  of  3  nights  at  a  cost  of  $157.00.  The  total  cost  of  this  request  is  $26,690  per  year. 

3)  Equipment  that  was  not  part  of  the  base  year  includes  a  copy  machine  at  the  Montana  State  Prison  and  four  phone 
systems  in  regions  II,  III,  IV,  and  V.  The  copy  machine  is  estimated  at  $10,000  and  the  phone  systems  are  projected  to 
cost  $57,000  total.  Equipment  expenditures  in  the  base  year  were  $46,421  leaving  an  adjustment  of  $20,579. 

4)  The  executive  would  add  additional  probation  &  parole  treatment  money  to  assist  sex  offenders  with  initial  transition 
and  treatment  expenses  when  returning  to  the  community.  Probation  &  Parole  presently  supervises  approximately  571 
sex  offenders  in  Montana  communities,  statewide.  The  cost  of  this  request  is  projected  at  $52,000  each  year  of  the 
biennium. 

5)  Offices  in  Billings,  Missoula,  and  Hamilton  will  be  moving  due  to  consolidation  and/or  expansion  in  Billings  and 
Missoula  and  loss  of  space  in  Hamilton.  The  total  is:  Billings  -$48,178;  Missoula  -  $61,976;  and  Hamilton  -  $10,500. 

6)  The  executive  would  allocate  $15,000  each  year  to  all  six  regions  to  assist  offenders  in  receiving  counseling  often 
required  by  court  orders. 

7)  The  Fair  Labor  Standards  Act  (FLSA)  compliance  policies  of  the  department  require  that  any  employee's  compensatory 
time  balances  must  be  paid  out  by  June  30  of  each  fiscal  year.  Comp  time  is  accrued  by  probation  and  parole  officers. 
The  requested  amount  of  $44,085  per  year  is  the  same  as  incurred  in  fiscal  1998. 


Sub-Program  New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

2215 

Probation  &  Parole  Bureau  Staff 
Total  New  Proposals 

27.00 

27  00 

1,176,974 
$1,176,974 

1,176,974 

$1,176,974 

43.00 
43.00 

1,860,538 

$1,860,538 

1,860,538 

$1,860,538 

New  Proposals 

DP  2215  -  Probation  &  Parole  Bureau  Staff-  This  proposal  would  add  27.0  FTE  in  fiscal  2000  and  43.0  FTE  in  fiscal 
2001  to  the  Probation  &  Parole  Bureau.  The  bureau  supervises  over  5,850  adult  offenders  and  approximately  300  juvenile 
offenders. 

1)  The  executive  recommends  13.50  FTE  probation  and  parole  officers  and  4.0  FTE  intensive  supervision  officers  at  a 
general  fund  cost  of  $552,016  in  fiscal  2000,  and  29.5  FTE  probation  and  parole  officers  and  4.0  FTE  ISP  officers  at  a 
cost  of  $1,1 54,972  in  fiscal  2001 .  The  executive  states  the  number  is  intended  to  reduce  average  caseloads  to  70,  maintain 
higher  supervision  standards,  keep  up  with  the  projected  growth  of  4  percent  for  adult  offenders  and  8  percent  for  juvenile 
offenders,  enable  specialized/targeted  sex  offenders  caseloads  with  officers,  who  are  specially  trained,  write  an  increased 
number  of  pre-sentence  investigations,  chair  the  youth  placement  committees  for  all  "out  of  home"  placements  for  youth, 
and  enter  data  and  maintain  quality  assurance  for  the  management  information  systems  for  both  CAPS  and  Adult 
Correctional  Information  System  (ACIS). 

The  Intensive  Supervision  Program  presently  has  15  officers  who  manage  approximately  173  offenders.  The  executive  is 
requesting  funds  to  increase  that  number  to  270  offenders  by  fiscal  2001.  Teams  of  two  supervise  a  maximum  of  25 
offenders.   To  staff  the  increase  of  100  offenders,  the  program  is  requesting  four  more  ISP  officers  in  the  next  biennium. 
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The  ISP  officers  would  be  required  to  increase  their  caseloads  for  a  team  of  two  to  29-30  offenders. 

2)  Administrative  support  staff  would  increase  of  6.50  FTE  each  year  at  a  general  fund  cost  of  $193,069  in  fiscal  2000  and 
$181,035  in  fiscal  2001. 

3)  The  executive  would  add  3.00  FTE  transportation  officers  for  juveniles  and  transition  centers.  These  transportation 
officers  would  also  assist  with  the  increased  monitoring  needs  of  the  juvenile  transition  centers.  General  fund  cost  is 
$141,983  in  fiscal  2000  and  $132,631  in  fiscal  2001. 
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Program  Description 

Riverside  Youth  Correctional  Facility  -  05 

The  Riverside  Institution  located  in  Boulder  is  a  detention  facility  for  juvenile  female  offenders.  In  fiscal  1998,  the  facility 

had  capacity  for  an  average  daily  population  of  18. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 

Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

24.50 

00 

.00 

24.50 

00 

00 

24.50 

24.50 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

792,415 

216,891 

0 

0 

108,860 

29,282 

13,000 

4,500 

0 

4,000 

0 

0 

901,275 

250,173 

13,000 

4,500 

104,297 

27,121 

0 

4,500 

0 
0 
0 
0 

896,712 

244,012 

0 

4,500 

1,797,987 

494,185 

13,000 

9,000 

Total  Costs 

$1,009,306 

$155,642 

$4,000 

$1,168,948 

$135,918 

$0 

$1,145,224 

$2,314,172 

General  Fund 
Federal  Special 

990,138 
19,168 

143,917 
11,725 

4,000 
0 

1,138,055 
30,893 

124,193 
11,725 

0 
0 

1,114,331 
30,893 

2,252,386 
61,786 

Total  Funds 

$1,009,306 

$155,642 

$4,000 

$1,168,948 

$135,918 

$0 

$1,145,224 

$2,314,172 

Sub-Program  Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

89,165 

2,550 

0 

84,602 

2,139 

0 

Total  Statewide  Adjustments 

$91,715 

$86,741 

Present  Law  Adjustments 

1251       Riverside  Present  Law  Adjustments 

.00 

63,927 

63,927 

00 

49,177 

49,177 

Total  PL  Adjustments 

.00 

$63,927 

$63,927 

.00 

$49,177 

$49,177 

Present  Law  Adjustments  Total 

$155,642 

$135,918 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  An  average  vacancy  savings  rate  of  less  that  1.0  percent  was  applied  to  this  subprogram,  as  direct 
care  positions  were  removed  from  the  vacancy  savings  calculation. 

DP  1251  -  Riverside  Present  Law  Adjustments  -  This  facility  requests  several  adjustments  in  one  decision  package.  The 
legislature  may  wish  to  examine  significant  adjustments  separately. 

1)  The  MSP  will  implement  a  cook  chill  food  system  in  fiscal  1999.  MSP  estimates  that  meals  will  cost  approximately 
$1.50  per  meal,  a  reduction  of  $10,818  per  year  in  food  costs  from  the  level  currently  paid  to  the  Montana  Developmental 
Center. 
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2)  Riverside  entered  into  a  lease  purchase  agreement  with  Montana  Power  Company  (MPC)  in  fiscal  1999  to  improve 
facility  and  perimeter  lighting.  MPC  continues  to  own  the  perimeter  lights,  and  is  responsible  for  maintenance  until 
ownership  is  transferred  to  Riverside.  The  cost  of  the  perimeter  lighting  is  $4,500  each  year. 

3)  The  1997  legislature  approved  the  construction  of  a  multi-purpose  building  for  the  Riverside  campus,  which  will  be 
completed  in  fiscal  1999.  Given  construction  guidelines  on  utility  costs,  increased  natural  gas  expenditures  will  be  $5,133 
a  year.  Costs  of  phones  in  the  new  building  will  be  $570  each  year. 

4)  The  Town  of  Boulder  received  a  $400,000  water  grant  and  updated  its  water  rate  structure.  Boulder  will  charge  water 
rates  based  upon  the  size  of  service  pipe  that  enters  a  building,  and  expenditures  will  increase  by  $10,097  each  year. 

5)  In  fiscal  1998,  Riverside  spent  $6,165,  $711,  and  $9,282  for  overtime,  differential,  and  holiday  worked,  respectively,  in 
direct-care  positions.  Similar  levels  in  fiscal  2000  and  fiscal  2001  and  related  benefits  of  $3,296  are  budgeted. 

6)  The  equipment  request  of  $13,000  in  fiscal  2000  would  be  used  to  purchase  a  pickup  to  replace  a  1976  Ford  pickup 
with  almost  100,000  miles.  Riverside  would  replace  5  computers  in  fiscal  2000  and  an  additional  4  in  fiscal  2001. 

7)  In  fiscal  1998,  Boyd  Andrew  Chemical  Dependency  Services  performed  chemical  dependency  assessments,  therapy, 
and  liaison  services  for  girls  at  Riverside.  These  services  were  provided  through  DPHHS.  Due  to  regulation  limitations, 
DPHHS  can  no  longer  fund  these  services.  Based  upon  the  historical  value  of  these  services,  costs  of  $13,000  are 
budgeted  each  year  of  the  biennium. 


Sub-Program  New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

225 1 3     Riverside  New  Equipment 
Total  New  Proposals 

.00 
.00 

4,000 
$4,000 

4,000 
$4,000 

.00 

.00 

0 

$0 

0 
$0 

New  Proposals 

DP  22513  -  Riverside  New  Equipment  -  The  executive  includes  two  self-contained  breathing  apparatus  at  a  general  fund 

cost  of  $4,000  in  fiscal  2000. 
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Program  Description 

Aspen  Contract  06 

Aspen  Youth  Alternatives  is  a  high  impact,  experiential  based  program.  The  program  consists  of  four  phases,  each 
designed  to  build  on  the  knowledge  gained  in  the  previous  phase.  The  phases  are:  orientation,  backcountry,  residential, 
and  aftercare. 

The  Department  of  Corrections  contracts  with  the  Aspen  Corporation  to  provide  treatment  and  custody  for  108  youth  per 
year. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

00 

00 

00 

.00 

.00 

.00 

00 

00 

Operating  Expenses 

2,189,405 

21,894 

0 

2,211,299 

44,007 

0 

2,233,412 

4,444,711 

Total  Costs 

$2,189,405 

$21,894 

$0 

$2,211,299 

$44,007 

$0 

$2,233,412 

$4,444,711 

General  Fund 

2,189,405 

21,894 

0 

2,211,299 

44,007 

0 

2,233,412 

4,444,711 

Total  Funds 

$2,189,405 

$21,894 

$0 

$2,211,299 

$44,007 

$0 

$2,233,412 

$4,444,71 1 

Sub-Program  Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Present  Law  Adjustments 

1261 

Aspen  Inflation  Adjustment 

00 

21,894 

21,894 

.00 

44,007 

44,007 

Total  PL  Adjustments 

00 

$21,894 

$21,894 

00 

$44,007 

$44,007 

Present  Law  Adjustments  Total 

$21,894 

$44,007 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Numbered 
adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  1261  -  Aspen  Inflation  Adjustment  -  The  Department  of  Corrections  spent  $2,189,405  for  services  provided  under  the 
Aspen  contract  in  fiscal  1998.  A  one-percent  inflationary  adjustment  is  requested  for  each  year  of  the  biennium,  which 
results  in  increases  of  $21,894  for  fiscal  2000  and  $44,007  in  fiscal  2001 .  No  vacancy  savings  are  applied. 
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Program  Description 

Transition  Centers  -  07 

Youth  transition  centers  serve  as  placements  for  youth  prior  to  their  return  into  the  community.  The  centers  have  beds  to 
serve  a  population  of  29. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

22.00 

.00 

.00 

22.00 

.00 

00 

22.00 

22.00 

Personal  Services 
Operating  Expenses 

484,195 

172,044 

175,839 

57,300 

0 

5,823 

660,034 
235,167 

173,057 
46,499 

0 
0 

657,252 
218,543 

1,317,286 
453,710 

Total  Costs 

$656,239 

$233,139 

$5,823 

$895,201 

$219,556 

$0 

$875,795 

$1,770,996 

General  Fund 
Federal  Special 

656,239 
0 

233,139 
0 

5,823 
0 

895,201 
0 

219,556 
0 

0 
0 

875,795 
0 

1,770,996 
0 

Total  Funds 

$656,239 

$233,139 

$5,823 

$895,201 

$219,556 

$0 

$875,795 

$1,770,996 

Sub-Program  Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

160,885 

3,562 

0 

158,103 

2,776 

0 

Total  Statewide  Adjustments 

$164,447 

$160,879 

Present  Law  Adjustments 

1271       Transition  Center  Present  Law  Adj 

.00 

68,692 

68,692 

.00 

58,677 

58,677 

Total  PL  Adjustments 

.00 

$68,692 

$68,692 

.00 

$58,677 

$58,677 

Present  Law  Adjustments  Total 

$233,139 

$219,556 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  Vacancy  savings  of  $530  per  year  have  been  taken  on  this  subprogram  budget. 

DP  1271  -  Transition  Center  Present  Law  Adjustments  -  U  In  fiscal  1998,  the  transition  centers  spent  $12,451  for 
overtime,  differential,  and  holidays  worked  in  direct-care  positions.  The  program  is  requesting  these  levels  in  fiscal  2000 
and  fiscal  2001  plus  related  benefits  of  $2,503. 

2)  One  computer  would  be  replaced  in  fiscal  2000  at  a  cost  of  $1,750. 

3)  The  legislature  approved  a  5-bed  transition  center  for  girls  in  fiscal  1999.  Because  costs  for  this  center  are  not  in  the 
base  year,  operating  expenses  are  added  in  order  to  be  included  in  the  2001  biennium  budget.  Adjustments  are  for 
supplies  and  materials,  communications  (postage,  telephone  equipment,  and  long  distance  charges),  travel,  rent,  utilities, 
and  allowance  costs.  Other  than  telephone  equipment,  which  is  based  on  monthly  telephone  line  costs,  and  rent,  which  is 
based  on  the  rental  contract,  the  increases  requested  are  based  on  fiscal  1998  costs  of  the  Great  Falls  Boys  Transition 
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Center  and  prorated  based  on  average  daily  population  estimates. 

4)  A  desk  ($1,075),  two  locker  units  ($720),  a  commercial  vacuum  ($650),  two  dining  tables  and  chairs  ($2,000),  a  desk 
chair  ($420),  six  beds  ($1,440),  four  living  room  chairs  ($700),  three  sofas  ($1,800),  two  commercial  washers  ($1,130) 
and  two  commercial  dryers  ($960)  are  requested. 

5)  Great  Falls  Transition  Center  is  requesting  to  replace  a  van  (fiscal  2000)  and  car  (fiscal  2001)  with  leased  vehicles. 
This  adjustment  also  includes  $5,475  in  fiscal  2000  and  $5,295  in  fiscal  2001  for  a  van  they  began  leasing  in  fiscal  1999. 
This  request  also  includes  decreases  for  maintenance  and  gas  costs. 


Sub-Program  New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

2271 

Transition  Center  New  Equipment 
Total  New  Proposals 

.00 
.00 

5,823 
$5,823 

5,823 
$5,823 

00 
.00 

0 
$0 

0 
$0 

New  Proposals 

DP  2271  -  Transition  Center  New  Equipment  -  The  executive  recommends  two  watchman  systems  and  two  four-drawer 

locking  file  cabinets  at  a  general  fund  cost  of  $5,823  in  fiscal  2000. 
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Program  Description 

Juvenile  Placement  Funds  08 

Juvenile  Placement  funds  are  used  to  pay  for  the  placement  of  youth  under  the  supervision  of  the  Department  of 

Corrections  into  private  treatment  facilities. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

.00 

.00 

.00 

.00 

.00 

.00 

.00 

.00 

Personal  Services 

0 

0 

0 

0 

0 

0 

0 

0 

Operating  Expenses 
Equipment 
Benefits  &  Claims 

752,356 

0 

7,217,536 

12,000 

0 

606,190 

0 
0 
0 

764,356 

0 

7,823,726 

12,000 

0 

(167,723) 

0 
0 
0 

764,356 

0 

7,049,813 

1,528,712 

0 

14,873,539 

Total  Costs 

$7,969,892 

$618,190 

$0 

$8,588,082 

($155,723) 

$0 

$7,814,169 

$16,402,251 

General  Fund 
Federal  Special 

7,776,514 
193,378 

603,482 
14,708 

0 
0 

8,379,996 
208,086 

(151,653) 
(4,070) 

0 
0 

7,624,861 
189,308 

16,004,857 
397,394 

Total  Funds 

$7,969,892 

$618,190 

$0 

$8,588,082 

($155,723) 

$0 

$7,814,169 

$16,402,251 

Sub-Program  Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 

0 

0 

Total  Statewide  Adjustments 

$0 

$0 

Present  Law  Adjustments 

1214      Juvenile  Placement  Present  Law  Adj 

.00 

603,482 

618,190 

.00 

(151,653) 

(155,723) 

Total  PL  Adjustments 

.00 

$603,482 

$618,190 

.00 

($151,653) 

($155,723) 

Present  Law  Adjustments  Total 

$618,190 

($155,723) 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  No  vacancy  savings  are  applied  to  this  subprogram. 

DP  1214  -  Juvenile  Placement  Present  Law  Adjustment  -  The  executive  continues  the  current  level  of  services  and 
placements  being  provided  to  the  youth  courts  and  to  DOC  regional  programs.  The  7  percent  adjustment  is  based  upon 
Equitable  Securities  Research  projections  regarding  growth  of  at  risk  populations,  increases  in  juvenile  crime  rates,  and 
changes  in  the  continuum  of  care  services  required.  The  exception  is  a  reduction  in  spending  based  on  the  January  2000 
opening  and  operation  of  a  juvenile  sex  offender  program  at  Pine  Hills  Youth  Correctional  Facility  and  phasing  out  the 
current  secure  care  juvenile  sex  offender  contract.  The  general  fund  cost  is  $603,482  in  fiscal  2000  and  a  reduction  of 
$151,653  in  fiscal  200 1  due  to  phase  out  of  the  juvenile  sex  offender  contract. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 

Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 
Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

633.78 

.00 

6.45 

64023 

.00 

17.95 

651.74 

651.74 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

Debt  Service 

20,807,840 

16,567,110 

442,782 

20,401 

339,451 

35,004 

2,055,441 

3,573,61 1 

22,110 

0 

0 

0 

196,883 

336,944 

6,000 

0 

0 

0 

23,060,164 

20,477,665 

470,892 

20,401 

339,451 

35,004 

1,953,045 
6,683,609 
0 
0 
0 
0 

531,606 
374,019 
0 
0 
0 
0 

23,292,491 

23,624,738 

442,782 

20,401 

339,451 

35,004 

46,352,655 

44,102,403 

913,674 

40,802 

678,902 

70,008 

Total  Costs 

$38,212,588 

$5,651,162 

$539,827 

$44,403,577 

$8,636,654 

$905,625 

$47,754,867 

$92,158,444 

General  Fund 
State/Other  Special 
Federal  Special 

36,868,068 

1,118,170 

226,350 

5,387,092 

250,000 

14,070 

510,530 

1,645 

27,652 

42,765,690 

1,369,815 

268,072 

8,372,584 

250,000 

14,070 

822,511 

2,193 

80,921 

46,063,163 

1,370,363 

321,341 

88,828,853 

2,740,178 

589,413 

Total  Funds 

$38,212,588 

$5,651,162 

$539,827 

$44,403,577 

$8,636,654 

$905,625 

$47,754,867 

$92,158,444 

Program  Description 

The  Secure  Facilities  Program  includes  the  Montana  State  Prison,  Montana  Womens  Prison,  and  the  Pine  Hills  Youth 
Correctional  Facility. 

Funding 

Funding  for  the  Secure  Facilities  Program  is  96  percent  general  fund.  State  special  revenue  funds  of  approximately  $1.4 
million  per  year  include  revenue  from  the  alcohol  tax  to  support  alcohol  treatment  programs,  interest  and  income  from 
state  lands  dedicated  to  the  support  of  Pine  Hills  School,  and  revenues  from  inmates  and  the  prison  canteen  fund. 
Miscellaneous  federal  grants  total  approximately  $270,000  in  fiscal  2000  and  $321,000  in  fiscal  2001. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

255,025 
13,074 
(1,912) 

161,329 
11,447 
(1,912) 

Total  Statewide  Adjustments 

$266,187 

$170,864 

Present  Law  Adjustments 

1311 
1321 
1331 
1341 
1342 

MSP  Present  Law  Adjustments 
MWP  Present  Law  Adjustments 
PHYCF  Present  Law  Adjustments 
Male  Contract  Beds  PL  Adjust 
Female  Contract  Bed  PL  Adjust 

00 
.00 

.00 
.00 
00 

1,490,642 

160,745 

221,436 

1,893,312 

1,368,840 

1,740,642 

160,745 

221,436 

1,893,312 

1,368,840 

.00 
.00 
.00 
.00 
.00 

1,490,642 
175,563 
188,776 

4,085,560 
2,275,249 

1,740,642 

175,563 

188,776 

4,085,560 

2,275,249 

Total  PL  Adjustments 

00 

$5,134,975 

$5,384,975 

.00 

$8,215,790 

$8,465,790 

Present  Law  Adjustments  Total 

$5,651,162 

$8,636,654 

Executive  Present  Law  Adjustments 

Statewide  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items 
will  be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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New  Proposals 


Description 


Fiscal  2000 
FTE 


Fiscal  2000 

General 

Fund 


Fiscal  2000 
Total 
Funds 


Fiscal  2001 
FTE 


Fiscal  2001 

General 

Fund 


Fiscal  2001 
Total 
Funds 


2318      Abel  Screening  Assessment 

2321       MWP  New  Equ  ipment 

2333      PHYCF  increase  to  120/144  beds 

Total  New  Proposals 


.00 

.00 

6.45 


645 


30,105 

11,500 

468,925 

$510,530 


30,105 

11,500 

498,222 

$539,827 


.00 

7,500 

00 

5,000 

17.95 

810,011 

7,500 

5,000 

893,125 


17  95 


$822,511 


$905,625 


Language  Recommendations 

"Item  3  contains  $88,828,853  general  fund  that  is  a  biennial  appropriation  for  secure  facilities  for  men,  women  and 
juveniles  that  may  be  spent  in  either  year  of  the  biennium.  All  transfers  of  authority  between  years  must  be  fully 
explained  and  justified  on  budget  documents  submitted  to  the  Office  of  Budget  and  Program  Planning,  a  copy  of  which 
will  be  provided  to  the  legislative  fiscal  division. 

If  the  fiscal  1999  adult  male  institutional  population  reaches  2,668  or  within  3  percent  of  the  total  population  of  2,750 
projected  by  the  department,  the  department  may  request  a  supplemental  appropriation  to  expand  its  contract  bed  capacity 
by  up  to  250  beds  during  the  2001  biennium." 

LFD  Comment  -  For  a  discussion  of  this  language,  please  see  the  "Agency  Issues"  section  in  the  agency  overview. 
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Program  Details 

Montana  State  Prison  -  01 

Montana  State  Prison,  located  in  Deer  Lodge,  had  an  average  daily  population  in  fiscal  1998  of  1,315. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 

Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 

Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

475.09 

.00 

.00 

475.09 

.00 

.00 

475.10 

475.10 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

Debt  Service 

15,687,163 

4,926,722 

428,365 

20,401 

0 

35,004 

1,521,052 
282,754 
0 
0 
0 
0 

0 
30,105 
0 
0 
0 
0 

17,208,215 

5,239,581 

428,365 

20,401 

0 

35,004 

1,451,498 
282,754 
0 
0 
0 
0 

0 
7,500 
0 
0 
0 
0 

17,138,661 

5,216,976 

428,365 

20,401 

0 

35,004 

34,346,876 

10,456,557 

856,730 

40,802 

0 

70,008 

Total  Costs 

$21,097,655 

$1,803,806 

$30,105 

$22,931,566 

$1,734,252 

$7,500 

$22,839,407 

$45,770,973 

General  Fund 
State/Other  Special 
Federal  Special 

20,231,165 

820,560 

45,930 

1,539,736 

250,000 

14,070 

30,105 
0 
0 

21,801,006 

1,070,560 

60,000 

1,470,182 

250,000 

14,070 

7,500 
0 
0 

21,708,847 

1,070,560 

60,000 

43,509,853 

2,141,120 

120,000 

Total  Funds 

$21,097,655 

$1,803,806 

$30,105 

$22,931,566 

$1,734,252 

$7,500 

$22,839,407 

$45,770,973 

Sub-Program  Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

60,349 

4,587 

(1,772) 

(9,205) 

4,587 

(1,772) 

Total  Statewide  Adjustments 

$63,164 

($6,390) 

Present  Law  Adjustments 

1311       MSP  Present  Law  Adjustments 

00 

1,490,642 

1,740,642 

.00 

1,490,642 

1,740,642 

Total  PL  Adjustments 

.00 

$1,490,642 

$1,740,642 

.00 

$1,490,642 

$1,740,642 

Present  Law  Adjustments  Total 

$1,803,806 

$1,734,252 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  A  vacancy  savings  rate  of  0.6  percent  was  applied  to  the  Montana  State  Prison. 

DP  1311  -  MSP  Present  Law  Adjustments  -  General  fund  requests  for  overtime  ($695,567);  differential  pay  ($9,043) 
holidays  worked  ($252,653);  and  inmate  pay  ($311,030)  are  at  the  fiscal  1998  expenditure  level  each  year.  Associated 
benefits  are  $192,410  each  year. 

The  state  is  realizing  a  21  percent  increase  in  natural  gas  costs  during  fiscal  1999.  This  is  expected  to  continue  into  the 
2001  biennium.  Natural  gas  is  used  mostly  to  heat  buildings  in  both  direct  care  and  non-direct  care  areas.  The  increase 
requested  is  $29,  939  general  fund  per  year. 
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LFD  Comment  -  According  to  the  Department  of  Administration's  Purchasing  Division,  the  cost  to  the  state  for 
natural  gas  increased  from  $1,429  per  dekatherm  for  the  1997-98  heating  season  to  $1.7184  per  dekatherm  for  the 
1998-99  heating  season,  a  20.25  percent  increase. 

The  MSP  Canteen  will  enter  into  an  agreement  with  one  vendor  to  provide  all  items  to  be  sold  to  the  inmate  populations. 
Department  policy  will  restrict  inmates  to  purchasing  only  from  the  canteen.  This  request  is  to  allow  additional  authority 
to  purchase  these  additional  items  ($250,000  per  year). 


LFD  Comment 
purchases. 


The  above  request  for  additional  canteen  authority  is  funded  with  revenue  from  inmate 


LFD  Issue  -  Included  in  the  base  budget  of  the  Montana  State  Prison  is  $271,227  of  general  fund  expended  from  a 
biennial  appropriation  of  $600,000  that  was  restricted  in  KB  2  for  maintenance  only.  The  legislature  may  want  to 
remove  this  amount  from  the  base  budget  as  a  present  law  adjustment.  If  the  legislature  wishes  to  continue  a 
biennial  appropriation  for  special  building  maintenance,  it  could  then  be  approved  again  as  a  line  item,  restricted, 
and/or  a  one-time-only  appropriation. 

LFD  Issue  -  The  base  budget  of  Montana  State  Prison  includes  $428,365  for  equipment.  The  department  has  no 
documentation  justifying  equipment  expenditures  in  this  amount. 


Sub-Program  New  Proposals 
Description 

2318      Abel  Screening  Assessment 
Total  New  Proposals 


Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

iscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

.00 

30,105 

30,105 

.00 

7,500 

7,500 

00 

$30,105 

$30,105 

.00 

$7,500 

$7,500 

New  Proposals 

DP  2318  -  Abel  Screening  Assessment  -  This  recommendation  is  for  purchasing  equipment  to  administer  the  Abel 
screening  assessment  for  sexual  interest.  The  test  is  used  to  determine  levels  of  supervision  by  establishing  an  offender's 
risk  level  and  deviant  sexual  interest  level.  The  general  fund  cost  of  the  assessment  program  is  $30,105  in  fiscal  2000  and 
$7,500  in  fiscal  2001. 
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Program  Details 

Montana  Womens  Prison  -  02 

The  Montana  Womens'  Prison,  located  in  Billings,  Montana,  has  a  capacity  of  70  inmates. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 
Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

39.85 

.00 

.00 

39.85 

.00 

.00 

39.85 

39.85 

Personal  Services 
Operating  Expenses 
Equipment 

1,287,806 

822,445 

9,252 

150,577 

7,336 

0 

0 

11,500 

0 

1,438,383 

841,281 

9,252 

144,904 

21,301 

0 

0 

5,000 

0 

1,432,710 

848,746 

9,252 

2,871,093 

1,690,027 

18,504 

Total  Costs 

$2,119,503 

$157,913 

$11,500 

$2,288,916 

$166,205 

$5,000 

$2,290,708 

$4,579,624 

General  Fund 
Federal  Special 

2,110,503 
9,000 

157,913 
0 

11,500 
0 

2,279,916 
9,000 

166,205 
0 

5,000 
0 

2,281,708 
9,000 

4,561,624 
18,000 

Total  Funds 

$2,119,503 

$157,913 

$11,500 

$2,288,916 

$166,205 

$5,000 

$2,290,708 

$4,579,624 

Sub-Program  Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 

Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

(7,160) 
4,468 
(140) 

(12,833) 
3,615 
(140) 

Total  Statewide  Adjustments 

($2,832) 

($9,358) 

Present  Law  Adjustments 

1321       MWP  Present  Law  Adjustments 

00 

160,745 

160,745 

.00 

175,563 

175,563 

Total  PL  Adjustments 

.00 

$160,745 

$160,745 

.00 

$175,563 

$175,563 

Present  Law  Adjustments  Total 

$157,913 

$166,205 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  A  vacancy  savings  rate  of  0.50  percent  was  applied  to  the  personal  services  of  the  Montana 
Womens  Prison  (MWP). 

DP  1321  -  MWP  Present  Law  Adjustments  -  Overtime  ($98,858),  differential  pay  ($2,926),  holidays  worked  ($23,188), 
and  inmate  pay  ($7,646)  are  requested  at  the  1998  level.  Associated  benefits  are  $25,1 19. 

The  executive  includes  an  additional  $5,000,  $5,000  for  replacement  of  a  security  system  that  includes  two  security 
cameras  and  two  monitors,  and  food  service  dining  tables  estimated  at  $10,000  in  fiscal  2001. 

The  executive  replaces  a  truck  the  Montana  Womens'  Prison  owns  that  has  101,300  miles  on  it.  A  motor  pool  truck  would 
be  leased  at  a  cost  of  $3,358  in  fiscal  2000  and  $3,176  in  fiscal  2001.  Reduced  maintenance  expenditures  are  $350  each 
year. 
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Sub-Program  New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

2321 

MWP  New  Equipment 
Total  New  Proposals 

.00 
.00 

11,500 
$11,500 

11,500 
$11,500 

.00 
.00 

5,000 
$5,000 

5,000 
$5,000 

New  Proposals 

DP  2321  -  MWP  New  Equipment  -  The  executive  recommends  a  video  camera,  hand  held  radios,  and  two  new  security 
cameras  and  monitors  in  fiscal  2000.  In  fiscal  2001  supply  items  are  a  deep  fat  fryer  and  toaster.  The  general  fund  cost  is 
$1 1,500  in  fiscal  2000  and  $5,000  in  fiscal  2001. 
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Program  Details 

Pine  Hills  Youth  Correctional  Facility  -  03 

Pine  Hills  Youth  Correctional  Facility,  located  in  Miles  City,  Montana,  houses  male  juvenile  offenders.  In  fiscal  1998, 
the  school  had  an  average  daily  population  of  86.  With  the  completion  of  the  campus  upgrade,  the  population  is  projected 
to  grow  to  135  by  fiscal  2001. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec  Budget 
Fiscal  00-01 

FTE 

114.84 

.00 

6.45 

121.29 

.00 

17.95 

132.79 

132.79 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 

3,769,391 

760,045 

5,165 

339,451 

293,879 

21,046 

22,110 

0 

196,883 

295,339 

6,000 

0 

4,260,153 

1,076,430 

33,275 

339,451 

267,529 

18,422 

0 

0 

531,606 

361,519 

0 

0 

4,568,526 

1,139,986 

5,165 

339,451 

8,828,679 

2,216,416 

38,440 

678,902 

Total  Costs 

$4,874,052 

$337,035 

$498,222 

$5,709,309 

$285,951 

$893,125 

$6,053,128 

$11,762,437 

General  Fund 
State/Other  Special 
Federal  Special 

4,405,022 
297,610 
171,420 

337,035 
0 
0 

468,925 

1,645 

27,652 

5,210,982 
299,255 
199,072 

285,951 

0 
0 

810,011 

2,193 

80,921 

5,500,984 
299,803 
252,341 

10,711,966 
599,058 
451,413 

Total  Funds 

$4,874,052 

$337,035 

$498,222 

$5,709,309 

$285,951 

$893,125 

$6,053,128 

$11,762,437 

Sub-Program  Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

111,903 

3,6% 

0 

94,253 

2,922 

0 

Total  Statewide  Adjustments 

$115,599 

$97,175 

Present  Law  Adjustments 

1 33 1       PHYCF  Present  Law  Adjustments 

.00 

221,436 

221,436 

.00 

188,776 

188,776 

Total  PL  Adjustments 

.00 

$221,436 

$221,436 

.00 

$188,776 

$188,776 

Present  Law  Adjustments  Total 

$337,035 

$285,951 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  an  average  vacancy  savings  rate  of  0.40  percent  was  applied,  as  no  vacancy  savings  were  taken  on 
direct  care  positions. 

DP  1331  -  PHYCF  Present  Law  Adjustments  -  1)  Overtime  ($76,968),  differential  pay  ($6,476),  holidays  worked 
($45,834)  and  inmate  pay  ($4,963)  are  requested  at  the  fiscal  1998  actual  expenditure  level.  Benefits  of  $28,985  are 
calculated  using  20.1  percent. 

2)  Substitute  teachers  are  hired  to  teach  classes  to  ensure  that  there  is  not  a  break  in  the  educational  programming  of  the 
institution  and  youth.  The  cost  is  estimated  at  $21,750  in  fiscal  2000  and  $13,050  in  fiscal  2001 . 

3)  The  executive  proposes  to  replace  2  teacher's  desks  in  fiscal  2000  and  3  teacher's  desks  in  fiscal  2001  ($500  per  desk.) 
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Minor  equipment  consists  of  the  replacement  of  20  percent  of  the  schools  34  computers  at  $1,750  each.  A  laptop  would 
also  be  replaced  in  fiscal  2001.  The  executive  would  also  replace  a  dishwasher  at  $4,100. 

4)  A  tractor  with  mower  is  requested  for  grounds  maintenance  and  snow  removal  at  $17,110  in  fiscal  2000,  and  a 
replacement  security  vehicle  for  perimeter  checks  and  movement  observations  of  $5,000  in  fiscal  2000  is  requested. 


Sub-Program  New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

2333 

PHYCF  increase  to  120/144  beds 
Total  New  Proposals 

645 
645 

468,925 

$468,925 

498,222 

$498,222 

17.95 

17.95 

810,011 
$810,011 

893,125 
$893,125 

New  Proposals 

DP  2333  -  PHYCF  increase  to  120/144  beds  -  The  1997  legislature  approved  $10.3  million  for  a  campus  expansion 
project  at  the  Pine  Hills  School.  The  department  projected  a  need  for  120  secure  youth  correctional  beds  by  the  year  2000. 
This  campus  upgrade  is  scheduled  for  completion  in  fiscal  1999.  The  executive  recommends  an  increase  of  6.45  FTE  and 
$468,925  general  fund  in  fiscal  2000  and  17.95  FTE  and  $810,01 1  general  fund  in  fiscal  2001. 

Staff  additions  requested  for  fiscal  2000  are;  1)  3.95  FTE  direct  care  staff;  2)  0.75  FTE  clinical  psychologist;  3)  0.75  FTE 

correctional  treatment  specialist/unit  manager;  and  4)  1.00  FTE  personnel  specialist  in  fiscal  2000.  In  addition  to  these 

positions,  which  are  annualized  in  fiscal  2001  at  8.20  FTE,  the 

following  additional  FTE  are  requested  in  fiscal  2001:  1)  6.75 

FTE   direct  care   staff;   2)   0.75    FTE   correctional   treatment 

specialist/unit  manager;  3)  0.75  FTE  institutional  social  worker; 

4)  0.75  FTE  administrative  support;  and  5)  0.75  FTE  teacher. 

Table  8  presents  the  proposed  budget  for  the  expansion  from  120 
beds  to  144  beds. 

LFD  Issue  -  When  the  campus  expansion  project  was 
presented  to  the  1997  legislature,  the  department  stated  the 
following  in  a  document  presented  to  the  Long  Range 
Building  Committee:  "Although  this  proposal  costs  only 
$10.3  million  in  up  front  construction  costs,  it  allows  PHYCA 
to  expand  by  41  percent  while  only  adding  2  additional  staff 
and  reducing  costs  by  approximately  15-20  percent  to  about 
$110  per  day." 

The  Governor's  Long  Range  Building  Program  book  for  the 
1999  biennium  also  included  the  following  statement  on  page 
192:  "With  projected  minimal  increase  in  overall  FTE's, 
better  utilization  of  space,  increased  bed  capacity,  and  more 
efficient  technological  support;  Pine  Hills  is  projected  to 
increase  its  capacity  by  41  percent  and  decrease  its  cost  per 
day  from  approximately  $130  per  day  to  $110  per  day." 

The  executive  is  now  proposing  to  add  17.95  FTE  to  the  staff  of  Pine  Hills  School  and  the  average  costs  per  inmate 
day  is  projected  to  be  approximately  $126.  The  legislature  may  wish  the  department  to  explain  the  discrepancy 
between  this  request  and  the  testimony  to  the  1997  legislature. 


Table  8 

Pine  Hills  Youth  Correctional 

Facility 

Expansion  Proposal 

Fiscal  2000 

Fiscal  2001 

FTE 

6.45 

17.95 

EXPENDITURES 

Personal  Services 

$196,883 

$531,606 

Contracted  Services 

50,345 

67.601 

Supplies 

184,444 

221,282 

Communications 

10.104 

14,813 

Travel 

33,026 

44,200 

Rent 

8,100 

10,800 

Utilities 

12.636 

16,848 

Repair  &  Maintenance 

(14,770) 

(29,321) 

Training 

9,809 

13,103 

Goods  for  Resale 

1.645 

2,193 

Equipment 

6.000 

0 

TOTAL 

$498.222 

$893,125 

FUNDING 

General  Fund 

$468,925 

$810,011 

State  Special 

1,645 

2,193 

Federal 

27,652 

80,921 

TOTAL 

$498.222 

$893,125 
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Program  Details 

Contracted  Beds  -  04 

Contracted  Beds  budget  represents  those  expenditures  directly  related  to  housing  of  Montana  inmates  outside  of  the  state 
operated  correctional  institutions. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 

Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

4.00 

.00 

.00 

4.00 

.00 

.00 

4.00 

4.00 

Personal  Services 
Operating  Expenses 

63,480 
10,057,898 

89,933 
3,262,475 

0 
0 

153,413 
13,320,373 

89,114 
6,361,132 

0 
0 

152,594 
16,419,030 

306,007 
29,739,403 

Total  Costs 

$10,121,378 

$3,352,408 

$0 

$13,473,786 

$6,450,246 

$0 

$16,571,624 

$30,045,410 

General  Fund 

10,121,378 

3,352,408 

0 

13,473,786 

6,450,246 

0 

16,571,624 

30,045,410 

Total  Funds 

$10,121,378 

$3,352,408 

$0 

$13,473,786 

$6,450,246 

$0 

$16,571,624 

$30,045,410 

Sub-Program  Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 

89,933 
323 

89,114 
323 

Total  Statewide  Adjustments 

$90,256 

$89,437 

Present  Law  Adjustments 

1341 

1342 

Male  Contract  Beds  PL  Adjust 
Female  Contract  Bed  PL  Adjust 

00 
00 

1,893,312 
1,368,840 

1,893,312 
1,368,840 

.00 
.00 

4,085,560 
2,275,249 

4,085,560 
2,275,249 

Total  PL  Adjustments 

00 

$3,262,152 

$3,262,152 

.00 

$6,360,809 

$6,360,809 

Present  Law  Adjustments  Total 

$3,352,408 

$6,450,246 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  An  average  vacancy  savings  rate  of  2.8  percent  is  applied  to  this  function. 

DP  1341  -  Male  Contract  Beds  PL  Adjust  -  The  DOC  had  projected  that  1,01 1  adult  male  offenders  would  be  placed  in 
contract  jail  beds  by  fiscal  2000,  increasing  to  1,217  by  fiscal  2001.  The  executive  states  that  in  order  to  mitigate 
concerns  over  funding  levels  that  are  driven  by  projected  population  numbers,  they  are  proposing  the  following:  1)  the 
executive  recommendation  contains  funding  for  the  2001  biennium  based  upon  the  actual  adult  male  institutional 
population  growth  in  fiscal  1998,  (151)  carried  forward  for  fiscal  1999,  fiscal  2000  and  fiscal  2001;  2)  the  executive 
recommends  biennial  appropriation  authority  in  order  to  have  management  flexibility  in  the  event  that  the  population  is 
closer  to  DOC  estimates  than  the  151  present  law  base  level  increase  budgeted  each  year;  and  3)  if  the  fiscal  1999  adult 
male  institutional  population  reaches  a  minimum  of  2,668  or  within  3  percent  of  the  total  population  of  2,750  projected  by 
the  department,  the  department  may  request  a  supplemental  appropriation  to  expand  its  contracted  bed  capacity  by  up  to 
250  during  the  2001  biennium. 
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LFD  Comment  -  See  discussion  of  this  issue  under  Agency  Issues  at  the  beginning  of  the  Department  of 
Corrections  budget  section. 

DP  1342  -  Female  Contract  Bed  PL  Adjust  -  The  DOC  population  management  plan  projects  55  adult  female  offenders 
will  be  placed  in  contract  jail  beds  by  fiscal  2000,  increasing  to  89  by  fiscal  2001.  The  Montana  Women's  Prison  is 
currently  operating  at  capacity  level  and  has  no  available  space.  HB  14  includes  $9,375  million  for  expansion  of  the 
MWP  in  Billings  that  would  eliminate  these  contract  beds  in  future  biennia. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 

Fiscal  2000 

Total 
Exec  Budget 

Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

10.50 

.00 

.00 

10.50 

.00 

00 

10.50 

10.50 

Personal  Services 
Operating  Expenses 
Equipment 

388,990 

709,110 

0 

85,343 

110,350 

15,200 

0 
0 
0 

474,333 

819,460 

15,200 

83,285 

123,437 

15,000 

0 
0 
0 

472,275 

832,547 

15,000 

946,608 

1,652,007 

30.200 

Total  Costs 

$1,098,100 

$210,893 

$0 

$1,308,993 

$221,722 

$0 

$1,319,822 

$2,628,815 

General  Fund 
Proprietary 

785,606 
312,494 

138,899 

71,994 

0 
0 

924,505 
384,488 

149,779 
71,943 

0 
0 

935,385 
384,437 

1,859,890 
768,925 

Total  Funds 

$1,098,100 

$210,893 

$0 

$1,308,993 

$221,722 

$0 

$1,319,822 

$2,628,815 

Program  Description 

The  Montana  Correctional  Enterprises  Program  includes  the  ranch  and  industries  programs  of  the  secure  facilities. 

Program  Narrative 

The  Montana  Correctional  Enterprises  (MCE)  Division  includes  the  ranch,  industries,  license  plate  factory,  and  vocational 
training/education  programs  of  the  secure  correctional  facilities. 

Funding 

Funding  for  the  Montana  Correctional  Enterprises  Program  is  over  70  percent  from  the  general  fund.  General  fund 
supports  the  license  plate  factory  and  a  portion  of  the  vocational  training/education  programs.  The  funding  for  the 
remaining  portion  of  vocational  training  is  enterprise  funds.  The  ranch  and  industries  programs  are  funded  through 
enterprise  funds  and  are  not  included  in  HB  2. 


Present  Law  Adjustments 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Present  Law  Description 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

(6,111) 

(225) 

0 

(8,169) 

(225) 

0 

Total  Statewide  Adjustments 

($6,336) 

($8,394) 

Present  Law  Adjustments 

1411 
1421 

License  Plate  Present  Law  Adj 
Industries  Training  Present  Law  Adj 

.00 
00 

70,538 
22,004 

70,538 
146,691 

.00 
00 

83,625 
21,974 

83,625 
146,491 

Total  PL  Adjustments 

00 

$92,542 

$217,229 

.00 

$105,599 

$230,116 

Present  Law  Adjustments  Total 

$210,893 

$221,722 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  1411  -  License  Plate  Present  Law  Adjustment  -  1)  Overtime,  differential  pay,  and  benefits  are  included  in  the 
executive  budget  at  the  fiscal  1998  actual  level  of  $2,635  per  year. 

2)  Inmate  pay  is  requested  at  $16,640  per  fiscal  year,  or  $6,418  over  the  base  expenditures.  An  increase  in  the  number  of 
inmates  working  is  being  proposed. 
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3)  An  increase  of  $51,263  in  fiscal  2000  and  $64,350  in  fiscal  2001  is  to  purchase  supplies  to  manufacture  license  plates, 
including  aluminum,  scotchlite,  gloves,  silk-screening,  oil  and  miscellaneous  items. 

DP  1421  -  Industries  Training  Present  Law  Adjustment  -  1)  Overtime  at  the  fiscal  1998  level  of  spending  ($2,247)  is 
requested  for  fiscal  2000  and  fiscal  2001,  with  benefits  at  20.1  percent. 

2)  Pay  for  inmates  who  work  or  go  to  school  in  the  Vocational  Training/Education  program  is  requested  based  on  the 
approved  MCE  Inmate  Pay  Policy  and  a  monthly  average  of  90  inmate  workers.  Fiscal  1998  costs  of  $54,040  are 
included  with  an  increase  requested  to  $69,480  due  to  inmate  numbers  increasing  from  approximately  70  in  fiscal  1998  to 
90  in  fiscal  years  2000  and  2001. 

3)  An  adjustment  to  the  base  of  $6,3 12  each  year  for  supplies  is  requested. 

Electricity  and  natural  gas  increases  are  requested  at  $3,000. 

The  executive  requests  an  additional  $50,000  in  revolving  fund  authority  to  allow  for  expanded  maintenance  capability  to 
cover  needs  as  they  develop. 

The  executive  requests  $8,000  for  replacement  of  a  1  ton  shop  truck  in  fiscal  2000  for  the  MVM  operation,  and  $7,200  for 
an  oscilloscope  in  fiscal  2000  and  $15,000  for  a  gas  analysis  machine  in  fiscal  2001. 

Proprietary  Rates 

Program  Description 

The  industries  program  operates  on  the  campus  of  Montana  State  Prison  and  employs  inmates  for  vocational  training. 
Products  include  furniture,  upholstery,  janitorial  supplies,  and  surgical  garments. 

The  MSP  prison  ranch  operation  includes  timber,  dairy,  cattle,  and  haying  operations. 

Revenues  and  Expenses 

Refer  to  table  on  following  page  for  program  revenue  and  expenditures. 

Rate  Explanation 

Vocational  Training/Education,  customer  repair,  and  maintenance  needs  determine  the  level  of  expenditures  and  the 
revenue  level  to  be  received.  Revenue  received  is  based  on  sales  of  horticulture  products  to  state/private  customers  and 
repair  and  maintenance  needs  of  the  entities  located  at  the  Montana  State  Prison  (MSP)  facility.  Horticulture  prices  for 
products  are  set  at  current  market  value;  Telemarketing  and  Toyota  revenues  are  based  on  contracts;  and  the  Motor 
Vehicle  Maintenance  (MVM)  facility  prices  are  based  on  cost  of  parts  with  no  markup.  One  and  one  quarter  (1.25)  FTE 
are  funded  from  the  revenues  generated  by  this  program.  In  the  past,  the  only  real  revenue-producing  source  was  the 
Toyota  contract  and,  based  upon  current  activity,  this  has  changed  to  a  very  small  profit  operation.  The  pricing  is  to  cover 
costs  and,  if  possible,  allow  for  some  inventory  stocking  and  minor  tools/equipment  replacement. 

Industries  Program  expenditures  made  in  the  laundry  and  furniture  operations  are  dependent  on  cash  flow  available, 
economic  return,  customer  orders,  project  inventory  needs,  and  competitive  pricing  of  products.  Revenue  received  is 
based  on  sales  of  products  to  state/private  customers.  Sales  for  fiscal  1999  through  fiscal  2001  are  based  on  fiscal  1998, 
with  a  slight  increase  due  to  sales  projections  for  the  Montana  Women's  Prison  (MWP)  and  regional  jails.  Overall  sales 
levels  are  dependent  on  marketing  efforts,  legislative  restrictions,  state  agency  purchases,  retail  outlet  dealer  sales, 
expansion/adjustment  of  the  product  line,  implementation  of  the  Certified  Industries  Program,  private  sector  complaints, 
private  customer  contracts,  and  success  of  programs  at  the  MWP  and  regional  jails.  There  are  17.5  FTE  funded  from  the 
revenues  generated  by  this  program. 
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Laundry  operating  revenue  is  based  on  the  volume  of  laundry  and  rates  charged.  All  customers  at  this  time  are  state 
institutions.  No  adjustment  in  laundry  rates  is  projected  for  the  2001  biennium,  and  overall  laundry  rates  have  not 
changed  since  the  inception  of  the  laundry  program,  with  the  exception  of  the  Montana  Development  Center  (MDC). 
Rates  are  $0.37  per  pound  for  MSP,  $0.36  per  pound  for  Montana  State  Hospital,  and  $0.46  per  pound  for  the  MDC. 
Break  even  costs  for  laundry  operations  are  at  approximately  $.33  per  pound  without  delivery  costs.  Any  profits  are 
maintained  within  the  industries  account  and  used  to  support  current  and  future  enterprise  operations,  as  well  as  laundry 
equipment  replacement  in  the  future.  No  laundry  funds  are  used  for  other  operations. 


Report  on  Internal  Service  &  Enterprise  Funds 

2001  Biennium 

Accounting  Entity 
Number 

Accounting  E 

ntity  Name 

Agency  Number 

Agency  Name 

Program 

Name 

06034 

MSP  INSTITUTIONAL  INDUSTRIES 

6401               DEPT  OF  CORRECTIONS 

PRISON  INDUSTRIES 

Fund  Balance  Information 

06545 

MSP  INDUSTRIES  TRAINING 

6401 

DEPT  OF  CORRECTIONS 

Estimated 

Estimated 

Estimated 

FY94 

FY95 

FY96 

FY97 

FY98 

FY99 

FY00 

FY01 

Beginning  Retained  Earnings 

1.270,113 

1,442,039 

1,452.330 

1,602.253 

1,604,074 

1,538.733 

1,568.733 

1,587,703 

Increases 

Fee  Revenue 

1,893.394 

2,274,519 

3,165,090 

2,370,123 

2,453,091 

2,550,000 

2.600,000 

2,600,000 

Investment  Earnings 

0 

0 

0 

0 

0 

0 

0 

0 

Transfers  In 

0 

0 

0 

0 

0 

0 

0 

0 

Miscellaneous,  operating 

0 

0 

0 

0 

0 

0 

0 

0 

Miscellaneous,  other 

0 

0 

0 

0 

0 

0 

0 

0 

Total  Increases 

1,893,394 

2,274,519 

3,165,090 

2,370,123 

2,453,091 

2,550,000 

2,600,000 

2,600,000 

(Decreases) 

Personal  Services 

593,747 

744,647 

1.050,167 

1,005,864 

892.731 

900,000 

946,475 

944,201 

Operations 

1,127,297 

1.531,739 

1.965.000 

1,330,271 

1,547.703 

1,570.000 

1,584,555 

1.584,674 

Transfers  Out 

0 

0 

0 

0 

0 

0 

0 

0 

Miscellaneous,  operating 

0 

0 

0 

0 

0 

0 

0 

0 

Miscellaneous,  other 

424 

0 

0 

32.167 

0 

50.000 

50,000 

50,000 

Total  Decreases 

1,721,468 

2,276,386 

3,015,167 

2,368,302 

2,440,434 

2,520,000 

2,581,030 

2,578,875 

Adjustments  to  Beginning  Retained 

Earnings 

0 

12,158 

0 

0 

(77,998) 

0 

0 

0 

Ending  Retained  Earnings 

1,442,039 

1,452,330 

1,602,253 

1,604,074 

1,538,733 

1,568,733 

1,587,703 

1,608,828 

Total  Contributed  Capital 

255,192 

255,192 

255,192 

255,192 

255,192 

255,192 

255,192 

255,192 

Total  Fund  Equity 

1,697,231 

1,707,522 

1,857,445 

1.859,266 

1,793,925 

1,823,925 

1,842,895 

1,864,020 

Unreserved  Fund  Balance 

60  Days  of  Expenses 

286,841 

379,398 

502.528 

389,356 

406,739 

411,667 

421,838 

421,479 

This  rollup  includes  Industries  (A/E  06034)  and  Vocational  Training  (A/E  06545)  which  involves  two  seperate  programs 

within  MCE 

as  well  as  two  separate  types  c 

f  proprietary  funds. 

Miscellaneous  Other  in  the  Dec 

reases  is  for  net  of  inventory  change,  and  depreciation 

Ranch  expenditures  are  dependent  on  operational  needs,  cash  flow  available,  economic  return,  weather/other  conditions, 
product  market  prices,  and  discussion  with  the  Ranch  Advisory  Committee.  Revenue  received  is  based  on  the  market 
value  of  the  products  sold,  and  large  market  variations  affect  operations  and  available  cash  flow.  Current  cattle  prices  will 
result  in  a  loss  of  revenue  from  past  fiscal  years.  Revenue  projected  by  the  department  for  fiscal  1999  through  fiscal  2001 
is  $2,550,864  each  year,  a  decrease  from  fiscal  1998  due  to  the  depressed  cattle  market.  There  are  16.25  FTE  funded 
from  the  revenues  generated  by  this  program. 
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Report  on  Internal  Service  &  Enterprise  Funds,  2001  Biennium 


Accounting  Entity 
Number 


Accounting  Entity  Name 
PRISON  RANCH 


Agency  Number 

6401 


Agency  Name 
DEPT  OF  CORRECTIONS 


Program  Name 


Fund  Balance  Information 

FY94  FY95 

Beginning  Retained  Earnings  6,801,921  6,718,996 

Increases 

Fee  Revenue  2,031,429  1,942,043 

Investment  Earnings  0  0 

Transfers  In  0  0 

Miscellaneous,  operating  5,189  2,680 

Miscellaneous,  other  0  13,109 

Total  Increases  2,036,618  1,957,832 

(Decreases) 

Personal  Services  642,917  678.095 

Operations  1,107,021  1.096,326 

Transfers  Out  0  0 

Miscellaneous,  operating  0  0 

Miscellaneous,  other  369,605  0 

Total  Decreases  2,119,543  1,774,421 

Adjustments  to  Beginning 

Retained  Earnings  0  13 191 

Ending  Retained  Earnings  6,718,996  6,915,598 

Total  Contributed  Capital  0  0 

Total  Fund  Equity  6,718,996  6,915,598 

Unreserved  Fund  Balance 

60  Days  of  Expenses  291 .656  295  737 


FY96 

6.915.598 

1.890,486 

0 

0 

9,070 

0 

1.899,556 


694,038 

1,239,430 

0 

0 

388.186 

2,321,654 


0 
6,493,500 

0 
6,493,500 


322,245 


FY97 

6.493,500 

2,203.866 

0 

0 

2,792 

521,181 

2,727,859 


827,187 

1,303,164 

0 

0 

0 

2,130,351 


0 

7,091,008 

20,955 

7,111,963 


355.059 


FY98     Estimated  FY99 

7,091,008  7,346,677 


Estimated 
FY00  Estimated  FY01 

7,417,541        7,464,749 


2,793,870 

0 

0 

1,792 

0 

2,795,662 


919,633 

1,345,958 

0 

0 

201,489 

2,467,080 


(72,913) 

7,346,677 

20,955 

7,367,632 


377,599 


2,549,072 

0 

0 

1.792 

0 

2,550,864 


2.549,072 

0 

0 

1,792 

0 

2,550,864 


2,549,072 

0 

0 

1,792 

0 

2,550,864 


930.000 

948,796 

944,929 

1,350.000 

1,354,860 

1.354,860 

0 

0 

0 

0 

0 

0 

200,000 

200,000 

200,000 

2,480,000 

2,503,656 

2,499,789 

0 

7,417,541 

20.955 

7,438,496 


380,000 


0 

7,464,749 

20,955 

7,485,704 


383,943 


0 

7,515,824 

20,955 

7,536,779 


383,298 


■Miscellaneous,  Other  in  Decreases  is  adjustments  for  depreciation,  inventory  change,  livestock  inventory 
change  which  is  estimated  at  $200,000  each  year 

-In  FY-99  will  have  a  HA  B212  from  Industries  (A/E  06034)  to  the  Ranch  (06033)  for  3.5  FTE  and  operating  expenses. 
as  was  done  in  FY  1998. 


Significant  Present  Law 

Ranch  Present  Law  Adjustments  -  Overtime/holidays  worked  and  associated  benefits  are  assumed  at  $181,249  per  year  or 
the  level  expended  in  fiscal  1998. 

Inmate  pay  is  budgeted  at  $131,400.  In  fiscal  1998,  $125,108  was  expended  for  inmate  pay.  The  program  is  proposing  to 
increase  inmate  participation. 

The  ranch  program  is  requesting  horses  and  breeding  bulls  for  the  range  cattle  operation.  The  total  request  is  for  4  horses 
per  year  at  $2,000  each  and  30  breeding  bulls  at  $2,000  per  year,  for  a  total  of  $68,000  per  year. 

Raw  materials  are  reduced  by  $32,427  per  year.    Projections  of  $20,000  per  year  are  requested  to  retain  flexibility  in 
inventory  needs  and  requirements. 

Industries  Present  Law  Adjustments  -  Overtime,  holidays  worked,  and  inmate  pay  are  budgeted  at  1998  levels  and 
associated  benefits  -  $197,420  per  year. 

An  adjustment  to  base  of  $20,000  for  shop  supplies  for  the  manufacture  of  products  is  included. 
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The  executive  includes  an  increase  of  $167,505  per  fiscal  year  for  new  materials  used  for  industries  inventory  purchases 
for  items  to  be  charged  out  to  the  various  users  as  needed  and  used. 

This  request  of  $50,000  per  year  is  for  additional  authority  for  replacement  of  equipment  as  needed  for  the  program. 
Items  to  be  purchased  will  be  dependent  on  cash  flow  level,  shop  priority,  and  production  needs. 
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Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Exec.  Budget 

Adjustment 

Proposals 

Exec.  Budget 

Exec.  Budget 

Budget  Item 

Fiscal  1998 

Fiscal  2000 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2001 

Fiscal  00-01 

FTE 

542.01 

11.85 

1.00 

554.86 

11.85 

1.00 

554.86 

554.86 

Personal  Services 

18,062,572 

244,973 

295,196 

18,602,741 

279,911 

297,643 

18,640,126 

37,242,867 

Operating  Expenses 

8,420,176 

692,766 

1,024,783 

10,137,725 

745,248 

1,014,717 

10,180,141 

20,317,866 

Equipment 

164,915 

0 

5,500 

170,415 

19,499 

2,340 

186,754 

357,169 

Capital  Outlay 

107,915 

0 

0 

107,915 

0 

0 

107,915 

215,830 

Grants 

12,312,286 

377,342 

3,860,190 

16,549,818 

417,313 

3,860,190 

16,589,789 

33,139,607 

Benefits  &  Claims 

326,640 

200,000 

0 

526,640 

200,000 

0 

526,640 

1,053,280 

Debt  Service 

8,849 

434,378 

0 

443,227 

431,800 

0 

440,649 

883,876 

Total  Costs 

$39,403,353 

$1,949,459 

$5,185,669 

$46,538,481 

$2,093,771 

$5,174,890 

$46,672,014 

$93,210,495 

General  Fund 

1,096,469 

1,099,042 

236,197 

2,431,708 

1,196,704 

235,689 

2,528,862 

4,960,570 

State/Other  Special 

10,770,618 

398,809 

1,191,026 

12,360,453 

257,367 

1,187,194 

12,215,179 

24,575,632 

Federal  Special 

26,752,692 

(68,995) 

4,584,420 

31,268,117 

130,100 

4,570,024 

31,452,816 

62,720,933 

Capital  Projects 

0 

434,383 

0 

434,383 

431,805 

0 

431,805 

866,188 

Proprietary 

783,574 

86,220 

(825,974) 

43,820 

77,795 

(818,017) 

43,352 

87,172 

Total  Funds 

$39,403,353 

$1,949,459 

$5,185,669 

$46,538,481 

$2,093,771 

$5,174,890 

$46,672,014 

$93,210,495 

Agency  Description 

The  Department  of  Labor  and  Industry:  1)  oversees  and  regulates  the  Montana  Workers'  Compensation  system;  2) 
enforces  state  and  federal  labor  standards,  anti-discrimination  laws,  and  state  and  federal  safety-occupational  health  laws; 
3)  provides  adjudicative  services  in  labor-management  disputes;  and  4)  collects  and  disburses  state  unemployment  trust 
funds. 

The  department  serves  as  an  employment  agency,  provides  job  training  to  assist  individuals  in  preparing  for  and  finding 
jobs,  assists  employers  in  finding  workers,  oversees  federal  and  state  training  and  apprenticeship  programs,  conducts 
research,  and  collects  employment  statistics.  The  department  through  Montana  Community  Services  administers  the 
federal  AmeriCorp,  Campus  Corps,  and  Volunteer  Montana  programs. 

Structurally,  the  department  is  divided  into  six  divisions:  Job  Service  Division,  Unemployment  Insurance  Division, 
Legal/Centralized  Services  Division,  Employment  Relations  Division  (including  Human  Rights  Commission),  Montana 
Community  Services,  and  Workers'  Compensation  Court  (administratively  attached). 

Supplemental  Appropriation  Description 

Human  Rights  Bureau 

A  $237,1 16  supplemental  appropriation  for  the  Human  Rights  Bureau  (HR  Bureau)  is  requested. 

The  HR  Bureau  was  reorganized  in  July  1997  after  the  legislature  passed  SB  350  to  revise  the  laws  relating  to  the  HR 
Bureau  and  to  transfer  the  staff  to  the  Department  of  Labor  and  Industry  rather  than  maintaining  an  administratively 
attached  status.  In  summary,  the  significant  changes  involved:  1)  requiring  that  the  Department  of  Labor  and  Industry 
may  not  file  a  complaint  on  behalf  of  another  person;  2)  requiring  the  adoption  of  the  Montana  Rules  of  Civil  Procedures, 
the  Montana  Rules  of  Evidence,  and  appropriate  rules  of  the  Montana  Code  of  Criminal  Procedure  as  part  of  the  HR 
Bureau's  procedural  rules;  3)  prohibiting  the  Department  of  Labor  and  Industry  from  petitioning  a  district  court  for 
enforcement  of  a  HR  Bureau  order;  4)  restricting  the  Department  of  Labor  and  Industry  from  denying  the  filing  of  a  case 
in  district  court;  5)  allowing  a  respondent  to  remove  a  case  to  district  court;  and  6)  revising  penalty  provisions. 

The  legislature  directed  that  state  special  revenues  were  not  to  be  appropriated  to  this  program  from  housing 
discrimination  enforcement  funds,  reduced  operating  and  equipment  expenditures  by  approximately  $133,000  for  the 
biennium,  reduced  program  FTE  to  15.5  for  fiscal  1998,  14.5  for  fiscal  1999,  and  designated  4.0  FTE  in  fiscal  1998  and 
3.0  FTE  in  fiscal  1999  as  one-time-only. 
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In  March  1998,  the  department  requested  and  received  a  $76,993  general  fund  supplemental  appropriation.  The 
department  cited  the  following  items  as  causing  the  appropriation  shortfall  in  fiscal  1998  and  1999. 

•  Department  of  Housing  and  Urban  Development  (HUD)  equivalency  was  lost  as  a  result  of  the  changes  in  SB  350. 

•  The  one-time-only  positions  for  fiscal  years  1998  and  1999  were  authorized  without  funding  for  operating  costs. 

•  The  HR  Bureau  experienced  higher  costs  due  to  the  reorganization  of  the  program  into  the  department  and  the 
restructuring  of  program  operations. 

LFD  Issue  -1)  In  fiscal  1998,  the  HR  Bureau  received  $204,764  in  federal  funds,  which  is  slightly  above  their  legislative 
appropriation.  In  fiscal  1999,  federal  funding  will  be  $90,000  less  than  budgeted.  Reduced  funding  is  responsible  for  38 
percent  of  the  shortfall. 

2)  The  appropriations  for  one-time-only  positions  were  $141,670  in  fiscal  1998  and  $106,841  in  fiscal  1999.  As  the 
department  stated,  the  amount  did  not  include  benefits  or  operating  costs  estimated  to  be  $52,663  annually. 

3)  Higher  costs  incurred  from  reorganizing  and  restructuring  are  the  HR  Bureau's  portion  of  the  departmental  cost 
allocation  plan.  These  costs  were  approximately  $42,000  in  fiscal  1998. 

4)  In  1999,  the  personal  services  appropriation  plus  pay  plan  is  $549,630,  which  is  $121,551  lower  than  the  department's 
1999  projected  personal  services  and  $22,000  below  1998  actuals.  Minor  equipment  purchases  accounted  for  $23,000  of 
the  operating  costs  in  1998  and  should  not  occur  in  1999,  reducing  the  equipment  projection  $10,050.  If  these  figures  are 
assumed,  it  would  reduce  the  supplemental  request  to  $185,521.  As  stated,  there  were  four  positions  not  included  in  the 
appropriated  amount.  If  an  approximate  benefit  of  $15,000  is  added  this  would  reduce  the  supplemental  to  $200,521.  See 
Table  1. 


Table  1 

Department  of  Labor  and  Industry 
Supplemental  Appropriation 

FY 1998 
Appropriation 

FY1998 
Actual 

FY1999 
Appropriation 

FY1999 
Dept.  Request 

FTE 

Personal  Services 

Operating  Expenses 

Equipment 

15.5 

$588,128 

151,000 

7,000 

15.5 

$571,403 
266,646 

o  • 

14.5 

$549,630 

212,378 

0 

14.5 
$671,181 
212,378 
10,050 

Total  Costs 

$746,128 

$838,049 

$762,008 

$893,609 

General  Fund 
Supplemental 
State/Other  Special 
Federal  Special 

543,044 
76,993 
2,000 

201,084 

557,754 
76,993 
1,920 

204,764 

549,630 
-76,993 
2,000 
101,850    * 

552,643 

0 

2,000 

"                   101,850 

Total  Funds 

$823,121 

$841,431 

$576,487 

$656,493 

Revenues  minus  Expenditures 

$3,382 

■$185,521 

-$237,116 

*  Minor  Equipment  included  in  Operating  Expenses  =  $23,000 
**  Includes  $90,000  loss  of  federal  funds 

Options: 

1)  approve  the  $237,116  general  fund 
supplemental  request. 

2)  reduce  the  supplement  to  $200,521 
general  fund. 

3)  recommend  that  the  HR  Bureau  control 
costs,  and  reassess  the  supplemental 
request  prior  to  final  action  on  the  bill 
when  actual  expenditures  could  be  more 
accurately  projected. 

Executive  Recommended  Legislation 

The  department  proposes  to  remove  the  2.6 
percent  revenue  cap  on  workers' 
compensation  assessment  to  allow  full 
funding  of  programs.  This  change  would 
likely  fall  under  the  requirements  of  CI-75 
that  it  be  approved  by  public  vote  prior  to 
enactment. 
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Biennium  Budget  Comparison 


Budget  Item 


FTE 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Benefits  &  Claims 

Debt  Service 

Total  Costs 

General  Fund 
State/Other  Special 
Federal  Special 
Capital  Projects 
Proprietary 

Total  Funds 


Present 
Law 

Fiscal  2000 


New 

Proposals 

Fiscal  2000 


Total 
Exec.  Budget 
Fiscal  2000 


Present 

Law 

Fiscal  2001 


New 

Proposals 

Fiscal  2001 


Total 
Exec.  Budget 
Fiscal  2001 


Total 

Biennium 

Fiscal  98-99 


553.86 


1.00 


554.86 


553.86 


1.00 


554.86 


18,307,545 

295,196 

18,602,741 

18,342,483 

297,643 

18,640,126 

9,112,942 

1,024,783 

10,137,725 

9,165,424 

1,014,717 

10,180,141 

164,915 

5,500 

170,415 

184,414 

2,340 

186,754 

107,915 

0 

107,915 

107,915 

0 

107,915 

12,689,628 

3,860,190 

16,549,818 

12,729,599 

3,860,190 

16,589,789 

526,640 

0 

526,640 

526,640 

0 

526,640 

443,227 

0 

443,227 

440,649 

0 

440,649 

$41,352,812 

$5,185,669 

$46,538,481 

$41,497,124 

$5,174,890 

$46,672,014    $ 

2,195,511 

236,197 

2,431,708 

2,293,173 

235,689 

2,528,862 

11,169,427 

1,191,026 

12,360,453 

11,027,985 

1,187,194 

12,215,179    : 

26,683,697 

4,584,420 

31,268,117 

26,882,792 

4,570,024 

31,452,816 

434,383 

0 

434,383 

431,805 

0 

431,805 

869,794 

(825,974) 

43,820 

861,369 

(818,017) 

43,352 

$41,352,812 

$5,185,669 

$46,538,481 

$41,497,124 

$5,174,890 

$46,672,014    SI 

.00 

36,787,033 
16,402,909 
380,915 
132,915 
25,852,848 
821,168 
557,155 

$80,934,943 

2,314,244 

22,193,035 

54,641,236 

0 

1,786,428 

$80,934,943 


Total 
Exec.  Budget 
Fiscal  00-01 


554.1 

37,242,867 

20,317,866 

357,169 

215,830 

33,139,607 

1,053,280 

883,876 

$93,210,495 

4,960,570 

24,575,632 

62,720,933 

866,188 

87,172 

$93,210,495 


New  Proposals 

The  table  below  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion  of  each  new 
proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 


Description 


Program 


Fiscal  2000 
FTE 


Fiscal  2000 

General 

Fund 


Fiscal  2000 
Total 
Funds 


Fiscal  2001 
FTE 


Fiscal  2001 

General 

Fund 


Welfare  to  Work  Federal  Funds 
R  &  A  Leased  Vehicle  Request 
Funding  for  Apprenticeship  Program 
One-Stop  Workforce  Center  System 
Adjudication-Claims  Examiner  1.00  F 
Funding  Shift  UEF  Admin  Acct-Legal 
Human  Rights  Federal  Fund  Replacement 
Human  Rights  Federal  Fund  Replacement 
UEF  Benefit  Fund  Shift 
UEF  Admin  Acct  Fund  Shift 
Leased  Vehicle  Request 
MCS  New  Federal  Grant  Source 


01 
01 
01 
01 
02 
03 
03 
04 
04 
04 
04 
07 


Total  New  Proposals 


.00 

0 

3,458,945 

00 

0 

0 

00 

140,000 

140,000 

.00 

0 

1,257,471 

1.00 

0 

34,960 

.00 

0 

0 

.00 

16,188 

0 

.00 

80,009 

0 

.00 

0 

0 

.00 

0 

0 

.00 

0 

33,048 

.00 

0 

261,245 

1.00 

$236,197 

$5,185,669 

.00 
.00 
.00 
.00 
1.00 
.00 
.00 
.00 
00 
.00 
.00 
.00 

1.00 


0 

0 

140,000 

0 

0 

0 

16,188 

79,501 

0 

0 

0 

0 

$235,689 


Fiscal  2001 
Total 
Funds 


3,458,945 

0 

140,000 

1,242,529 

34,758 

0 

0 

0 

0 

0 

37,413 

261,245 

$5,174,890 


Agency  Issues 

Workers'  Compensation  Fund 

Workers-compensation  regulation  is  the  responsibility  of  the  Department  of  Labor  and  Industry.    Functions  performed 
include  the  regulation  of  workers'  compensation  insurance  as  it  relates  to  coverage  requirements,  policy  compliance 
medical  regulations,  cost  containment,  dispute  resolution,  adjudication  of  workers'  compensation  claims,  and  safety 
programs.  J 

Workers'  compensation  regulation  is  funded  with  an  assessment  paid  by  private  insurers,  self-insured  employers,  and  the 
State  Fund.  Pnor  to  July  1999,  the  Workers'  Compensation  Administrative  Fund  assessment  was  based  on  actual  costs  of 
regulation.  Therefore,  all  costs  were  recovered.  In  the  1997  legislative  session,  legislation  was  introduced  and  passed  to 
change  the  assessment.  K 
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Fiscal  2000  will  be  the  first  year  this  new  method  for  funding  workers'  compensation  regulation  will  be  in  effect.  The 
goal  of  this  new  funding  method  was  to  assure  fair  treatment  by  assessing  equitable  amounts  to  the  three  groups  of 
insurers  based  on  actual  workers'  compensation  benefits  paid  in  the  previous  year.  Claims  exceeding  $200,000  for  a 
single  occurrence  are  not  included  in  the  amount  of  benefits  paid. 


Table  2 

Workers' 

Compensation  Regulation  Fund 

1992 

1993 

1994 

1995           1996         1997            1998 

1999 

(budgeted) 

2000                 2001 

(budgeted)                  (budgeted) 

Beginning  Fund  Balance        $720,635 

-$20,299 

$188,752 

$571,687     $279,854     $693,368        $688,087 

$711,294 

$0             -$1,145,836 

Revenues 

2,200.178 

3,278,704 

4,180,045 

3.698.484    4.163.470   3,046,892          860,200 

3,277,431 

3,222.944  -            3,102,708  - 

Expenditures 

2,941,112 

3,069.654 

3,806.342 

4.004,970    3.749,957   3,552,174       3,836,993 

3.988,725 

4,368,780  **•         4,239,045  " 

Adjustments 

0 

1 

9,232 

14.653                   1       500,001  ■    3.000.000  ■ 

Ending  Fund  Balance             -$20,299 
•  Equity  Transfer  from  Subsequent  Injust 

$188,752 

$571,687 

$279,854     $693,368     $688,087        $711294 

$0 

-$1,145,836—       -$2,282,173 

Trust  Fund 

-  Revenues  reflect  new 

projections 

—  Department  indicated 

a  $194,199  one-time-only  expenditure  was  incon-ectly  included  in  the  base.  Expenditures  may  be  be  able  to  be  reduced  by  this  amount. 

~  Until  July  1.  1999  statute  allows  all  costs  to  be  recovered 

Referring  to  Table  2,  revenues  in  the  Workers'  Compensation  Administrative  fund  for  1997  and  1998  are  $3.5  million 
lower  because  of  a  transfer  from  the  subsequent  injury  fund  mandated  by  SB  375.  The  bill  called  for  the  transfer  of  funds 
retained  in  the  subsequent  injury  fund  to  the  workers'  compensation  regulation  fund,  and  the  amount  was  to  be  credited  to 
offset  the  insurer's  assessment.  The  credit  reduced  the  amount  of  revenues  while  the  income  from  the  transfer  is  shown  as 
an  adjustment.  (Credits  fully  accounted  for  insurers'  assessments  except  for  State  Fund's  credit,  which  will  partially 
reduce  their  1999  assessment.) 

Another  issue  impacting  revenues  is  a  lawsuit  filed  by  the  schools  disputing  what  costs  should  be  included  in  the 
assessment  formula.  While  the  lawsuit  is  pending,  insurers  are  not  required  to  make  payments  but  can  voluntarily  do  so. 
At  this  time,  it  is  not  known  what  financial  impact  the  lawsuit  will  have  on  the  Workers'  Compensation  Administrative 
fund. 

Fiscal  2000  starts  the  new  funding  calculation,  and  for  budget  purposes,  the  beginning  fund  balance  is  projected  to  be 
zero. 

Starting  in  the  first  year  expenditures  exceed  revenues.  The  shortfall  is  $1,145,836  in  fiscal  2000,  and  $1,136,337  in  fiscal 
2001.  Since  the  department  is  required  to  submit  a  balanced  budget,  reductions  equaling  the  shortfall  were  taken  as 
vacancy  savings  in  the  various  programs.  Taking  proposed  vacancy  savings  could  potentially  eliminate  the  Workers' 
Compensation  Court  except  for  the  judge,  which  is  statutorily  required,  and  1.5  FTE  staff  positions. 

Table  3  shows  the  fund  balance  since  1992  and  projects  activity  through  2001. 

Expenditures  will  exceed  revenues  due  to  the  change  in  the  funding  formula  beginning  in  fiscal  2000  and  continue  in  the 
future.  Review  of  the  fiscal  note  indicates  the  legislature  was  aware  of  funding  shortfalls.  The  Governor  convened  a 
Workers'  Compensation  Advisory  Council  to  address  the  issue.  The  council  concluded  Montana  regulation  was  at  an 
appropriate  level  and  that  additional  funding  should  be  provided  to  workers'  compensation  regulation. 

Legislature  may  want  to  consider  what  measures  should  be  taken  to  address  this  issue  before  the  new  funding  formula  is 
implemented  on  July  1,  1999. 
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Table  3 

Workers'  Compensation  Fund  Shortfall 

Proposed  Vacancy  Savings 

Fiscal  2000 

Total 

Funded  by 

Workers'  Comp 

Proposed 

2000 
Vacancy 
Savings 

2000             Fiscal  2001 
Percent               Total 
Reduction          Funded  by 
Total  Funding   Workers'  Comp 

Proposed 

2001 
Vacancy 
Savings 

2001 

Percent 

Reduction 

Total  Funding 

FTE  Cuts 

to  meet 

Vac.  Savings 

Workers'  Compensation  Program 

Employment  Relations  Division 
Job  Service  Division 
Legal/Centralized  Services  Division 
Workers'  Compensation  Court 

*  Would  result  in  elimination  of  the  Wc 

$3,386,704 

57,382 

329,321 

401,174 

$4,174,581 

$919,761 

18,268 

111,582 

136,206 

$1,185,817 

27.16%                 $3,256,808 
31.84%                        60,368 
33.88%                     328,005 
33.95%                     399,665 

28.41%                 $4,044,846 

$821,604 

16,319 

99,674 

121,670 

$1,059,267 

25.23% 
27.03% 
30.39% 
30.44% 

26.19% 

18.00 
0.40 
2.00 

rkers'  Compensation  Court 

Options: 

1)  Revise  the  funding  formula  to  increase  revenues  to  cover  expenses.  The  department  will  introduce  legislation  to 
remove  the  2.6  percent  cap  on  the  assessment.  This  action  could  be  impacted  by  CI-75,  which  requires  a  positive  vote  of 
those  impacted  by  the  increase  before  enactment. 

2)  Reduce  workers'  compensation  regulation  costs  or  department  budgets  (vacancy  savings)  by  the  amount  needed  to  fully 
fund  workers'  compensation  administration. 

3)  Subsidize  workers'  compensation  administration  with  other  funds.  (A  one-time  funding  source  may  be  a  transfer  from 
the  Subsequent  Injury  Fund  balance,  projected  to  be  $1.2  million  at  fiscal  year  end  1999,  to  the  Workers'  Compensation 
Administrative  fund.) 

Employment  Security  Account 

The  Employment  Security  Account  (ESA)  receives  revenues  from  the  unemployment  insurance  administrative  fund  tax. 
ESA  is  a  0.1  percent  tax  on  all  wages  subject  to  the  unemployment  tax  for  employers  with  experience  ratings  and  a  0.05 
percent  on  total  wages  for  employers  without  experience  ratings.  Tax  revenues  are  deposited  in  the  employment  security 
account.  These  funds  and  federal  unemployment  insurance  taxes  (FUTA)  are  paid  Montana's  employers  to  provide 
services  to  involuntarily  unemployed  workers. 

Table  4  illustrates:  1)  revenues  have  grown  4  to  7  percent  annually  compared  to  expenditure  growth  as  high  as  23  percent; 
2)  ongoing  expenditures  exceed  projected  revenues;  and  3)  the  account  is  expected  to  be  in  a  deficit  situation  and  unable 
to  fund  ongoing  expenditures  in  the  2001  biennium.  The  executive  proposes  to  subsidize  the  employment  security 
account  with  $1  million  general  fund  for  the  biennium.  See  present  law  adjustment  409  under  Program  04,  Employment 
Relations  Division. 

There  are  a  number  of  issues  with  the  executive  proposal: 

1)  Should  general  fund  support  services  for  involuntarily  unemployed  workers  or  should  employers  continue  to  pay  these 
costs?  If  requested  expenditures  are  funded,  an  increase  in  the  ESA  would  be  required.  Any  increase  would  probably  fall 
under  CI-75  requirements  that  increases  be  approved  by  public  vote  prior  to  enactment. 

2)  Could  other  sources  of  revenue  be  explored?  Possible  funding  options  include: 

•  Temporary  Assistance  for  Needy  Families  Block  Grant  funds  when  services  are  provided  to  an  eligible  client; 

•  Welfare  to  Work  funds  when  services  are  provided  to  an  eligible  client;  or 
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•     Adult  Education  funds,  which  may  offset  some  training  costs. 

3)  Since  ongoing  revenues  are  insufficient  to  support  ongoing  expenditures,  should  expenditures  be  reduced  to  conform  to 
revenues? 

4)  Should  any  of  the  programs  currently  supported  with  ESA  funds  be  moved  to  another  funding  source?  Funding  for 
apprenticeship  training  is  approximately  $440,000  for  the  biennium  from  ESA.  Participants  could  potentially  be  charged 
a  fee  for  services  (although  this  fee  would  probably  come  under  the  requirements  of  CI-75  that  it  be  approved  through  a 
public  vote). 

Options: 

1)  Replace  all  or  a  portion  of  the  funding  shortfall  through  increased  employer  taxes.  An  increase  from  0.1  percent  to 
0.122  percent  of  gross  wages  would  increase  revenues  $500,000  annually.  Increasing  taxes  would  require  voter  approval 
under  CI-75. 

2)  Reduce  expenditures  to  the  level  necessary  to  maintain  equilibrium  between  revenues  and  expenditures. 

3)  Subsidize  ESA  with  general  fund  or  some  other  funding  source. 


Table  4 

Employment  Security  Account  --  Revenues  and  Expenditures 

FY1994 

FY1995 

FY1996 

FY1997 

FY1998 

FY1999 

FY2000 

FY2001 

Actual 

Actual 

Actual 

Actual 

Actual 

Budget 

Budget 

Budget 

BEGINNING  BALANCE 

$3,723,778 

$2,380,090 

$1 .683.087 

$1,546,683 

$806,912 

$382,218 

-$26,793 

-$674,415 

REVENUES 

3,617,596 

3.866.792 

4.066.371 

4.296.067 

4.524.304 

4,690,817 

4.915,569 

5,149,258 

Annual  Revenue  Growth 

7% 

5% 

6% 

5% 

4% 

5% 

5% 

EXPENDITURES 

Services  currently  funded  by  ESA; 

Job  Service  Division 

2.494.956 

2,323.620 

2.689.797 

3.510.917 

3.587.611 

3,647,646 

4.219,645 

4.207,144 

Ind:  Apprenticeship  and  R&A 

Employment  Relations 

626.074 

594.800 

652,223 

698.932 

638.379 

699,673 

243,433 

125,103 

ERD  Reduction  to  Fund  Shortage 

446,000 

554.000 

Legal  /  Hearings 

267,449 

284,519 

303,523 

342.518 

349.687 

369,842 

376,486 

375,368 

Unemployment  Insurance 

296,118 

296.354 

317,557 

334.307 

317,556 

348,433 

277.627 

277,221 

Montana  Community  Service 

25,151 

293.545 

56,214 

51 .658 

38,760 

34.234 

0 

0 

Sub  Total 

3.709.748 

3,792,838 

4,019.314 

4,938,332 

4.931,993 

5.099,828 

5,563,191 

5,538,836 

Annual  Expenditure  Growth 

2% 

6% 

23% 

0% 

3% 

9% 

0% 

Services  formerly  funded  by  ESA: 

Jobs  For  Montana  Graduates 

125,204 

125.905 

Dislocated  State  Workers 

366,330 

96.670 

Dislocated  Non-Slate  Workers 

215,102 

552 

Ex-Offenders  -  Corrections 

220.861 

62,543 

Ex-Offenders  -  DLI 

16,138 

1 1 .320 

Multiple  Barriers 

116,302 

227.101 

Apprenticeship  Grants 

100.000 

89.704 

HB550  DoR/DLI  Cost  Benefit  Study 

68,750 

HB490  Dislocated  State  Workers 

4,000 

SB32  Carry  Forward  Authority 

2.000 

Displaced  Homemakers 

212,258 

209.754 

Sub  Total 

1,272,195 

733.845 

174,750 

89.704 

0 

0 

0 

0 

Total  Expenditures 

4,981.943 

4,526.683 

4,194,064 

5,028,036 

4,931,993 

5.099,828 

5.563.191 

5,538,836 

Prior  Year  Adjustments 

20,659 

-37.112 

-8,711 

-7,802 

-17.005 

ENDING  FUND  BALANCE 

$2,380,090 

$1,683,087 

$1,546,683 

$806,912 

$382,218 

-$26,793 

-$674,415 

■$1,063,993 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 

Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

297.35 

4.00 

.00 

301.35 

4.00 

.00 

301.35 

301.35 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Benefits  &  Claims 

Debt  Service 

9,769,775 

4,253,270 

74,879 

107,915 

10,992,967 

1,000 

3,358 

681,301 

446,484 

0 

0 

216,982 

0 

(5) 

265,593 

986,378 

5,500 

0 

3,598,945 

0 

0 

10,716,669 

5,686,132 

80,379 

107,915 

14,808,894 

1,000 

3,353 

636,356 

637,338 

19,499 

0 

216,982 

0 

(5) 

268,242 

971,947 

2,340 

0 

3,598,945 

0 

0 

10,674,373 

5,862,555 

96,718 

107,915 

14,808,894 

1,000 

3,353 

21,391,042 

11,548,687 

177,097 

215,830 

29,617,788 

2,000 

6,706 

Total  Costs 

$25,203,164 

$1,344,762 

$4,856,416 

$31,404,342 

$1,510,170 

$4,841,474 

$31,554,808 

$62,959,150 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

Total  Funds 

396,891 

5,421,903 

19,366,536 

17,834 

306,413 
1,288,295 
(240,451) 

(9,495) 

140,000 

336,377 

4,380,039 

0 

843,304 

7,046,575 

23,506,124 

8,339 

305,442 

1,280,747 

(66,524) 

(9,495) 

140,000 

336,377 

4,365,097 

0 

842,333 

7,039,027 

23,665,109 

8,339 

1,685,637 

14,085,602 

47,171,233 

16,678 

$25,203,164 

$1,344,762 

$4,856,416 

$31,404,342 

$1,510,170 

$4,841,474 

$31,554,808 

$62,959,150 

Program  Description 

The  Job  Service  Division  (JSD),  through  two  Field  Operations  Bureaus  (Job  Training  Bureau  and  a  network  of  23  Job 
Service  Centers),  is  a  gateway  to  government  services  in  the  area  of  employment,  unemployment  insurance,  and  training 
programs.  JSD  performs  services  that  include  retraining  and  reemployment  training  for  laid-off  workers,  employment  for 
people  transitioning  from  welfare  to  work,  youth,  veterans,  seasonal/migrant  farmworkers,  and  general  job  seekers. 

The  Research  and  Analysis  Bureau  provides  federal  and  state  funded  labor  market  information  programs,  including  the 
Montana  Career  Information  System  (MCIS).  Effective  July  1997  Montana  Community  Services  was  reorganized  from 
Job  Service  Division  (01)  to  a  separate  program  (07). 

Funding 

Job  Service  Division  operations  are  funded  with  general  fund,  state  special  revenue,  federal  funds,  and  proprietary  funds 
from  rent  recharges  and  special  projects.  State  special  revenues  include  $52,500  workers'  compensation  regulation  funds, 
$3.6  million  Employment  Security  Act  (ESA)  funds,  and  $1.6  million  from  the  nonprofit  Montana  Job  Training 
Partnership  (MJTP).  The  MJTP  funds  are  a  portion  of  Job  Training  and  Partnership  Act  (JTPA)  funds  which  are  awarded 
to  MJTP  per  federal  requirements  and  then  contracted  back  to  the  Job  Service  Division. 

JTPA  programs  are  federally  funded,  primarily  from  Wagner  Peyser/Employment  Security  grants,  the  Unemployment 
grant,  and  the  Trade  Adjustment  Act.  Smaller  federal  funding  sources  are  Employment  Training,  Veteran  support,  and 
funding  for  economic  research  and  analysis.  Welfare  to  Work  is  100  percent  federally  funded  but  requires  a  $1  for  every 
$2  match.  General  fund  supports  Jobs  for  Montana  Graduates  and  Displaced  Homemaker  activities. 
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Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 
General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

546,475 
(43,111) 
218,686 

500,637 
(39,536) 
244,845 

Total  Statewide  Adjustments 

$722,050 

$705,946 

Present  Law  Adjustments 

101 
102 
103 
105 
106 
107 
110 
111 

Research  &  Analysis  Increased  Workload 
State  Displaced  Homemaker  Grants 
R&A  Program  Workload  Increase/FTE  Shifts 
Leased  Vehicles/Network  devices 
State  Workforce  Investment  Council 
Eliminate  Job  Registry  &  State  Training 
WC  Funding  Shortfall  -  Vacancy  Svgs 
JMG  funding- 1  00  FTE/Grant  Continua 

2.00 
00 

2.00 

.00 

.00 

(1.00) 

.00 

1  00 

0 
16,982 
0 
0 
0 

(29,293) 
0 

279,492 

88,679 

16,982 

214,979 

67,641 

2,500 

(29,293) 

(18,268) 

279,492 

2.00 
.00 

200 

.00 

00 

(1.00) 

00 

1.00 

0 
16,982 
0 
0 
0 

(29,155) 
0 

279,254 

88,209 

16,982 

388,308 

74,445 

2,500 

(29,155) 

(16,319) 

279,254 

Total  PL  Adjustments 

4.00 

$267,181 

$622,712 

4.00 

$267,081 

$804,224 

Present  Law  Adjustments  Total 

$1,344,762 

$1,510,170 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  Personal  services  includes  a  vacancy  savings  reduction  of  2.7  percent,  totaling  $293,054  in  fiscal 
2000  and  $291,604  in  fiscal  2001. 

DP  101  -  Research  &  Analysis  Increased  Workload  -  The  executive  requests  $176,888  federal  funds  for  the  biennium  for 
2.0  FTE  to  replace  modified  FTE.  A  technical  writer  position  supports  the  America's  Labor  Market  Information  System 
(ALMIS)  which  has  been  operational  since  1995.  The  other  position  works  on  a  state's  wage  survey  conducted  by  the 
federal  Bureau  of  Labor  Statistics.  This  position  is  vacant  but  the  executive  requests  filling  the  position  on  a  permanent 
basis.  Funding  is  9  percent  state  special  revenue,  which  includes  ESA  and  Worker's  Compensation  funds,  and  92  percent 
federal. 

DP  102  -  State  Displaced  Homemaker  Grants  -  The  department  is  requesting  $33,964  general  fund  for  the  biennium  for 
State  Displaced  Homemaker  program  costs.  The  annual  program  costs  in  the  base  total  $218,652,  which  does  not  reflect 
$12,000  of  expenses  after  year-end.  This  adjustment  will  increase  the  base  to  reflect  actual  costs.  The  fiscal  1998 
appropriation  totaled  $237,534. 

LFD  Comment  -  Under  normal  practices,  these  funds  would  be  accrued  and  appear  as  a  base  year  expenditure. 
Because  this  accrual  did  not  take  place,  this  present  law  adjustment  is  necessary. 

DP  103  -  R&A  Program  Workload  Increase/FTE  Shifts  -  The  department  requests  $603,287  federal  funds  for  the 
biennium  for  increased  program  costs  plus  an  additional  2.0  FTE.  Requested  present  law  adjustments  include  $137,252 
annual  salary  and  benefits  for  new  FTE  (funding  includes  $32,385  ESA  funds  and  $21,786  Workers'  Compensation),  staff 
travel  to  conferences  and  training,  $101,187  minor  equipment  and  software  purchases,  and  other  increased  program  costs 
for  research  and  analysis  programs.  Workload  increases  that  require  additional  FTE  result  from  the  federal  Workforce 
Investment  Act  of  1998  that  is  effective  July  1,  1999  plus  the  division  is  assuming  unemployment  insurance  research 
activities.  With  the  increase  in  FTE  requested  in  present  law  number  101,  FTE  increases  by  4.0  in  this  program. 
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DP  105  -  Leased  Vehicles/Network  devices  -  Job  Service  operations  requests  $142,086  for  the  biennium  to  replace  three 
department-owned  vehicles  with  motor  pool  leased  vehicles  at  a  cost  of  $38,766  for  new  leases  offset  by  $1 1,700  savings 
in  gasoline  and  maintenance  for  existing  vehicles.  The  other  portion  of  this  present  law  adjustment  is  $1 15,020  for  new 
network  devices  for  self-service  job  resource  centers.  Increases  will  be  funded  from  the  ESA  account. 

LFD  Issue  -  The  ESA  is  projected  to  be  in  a  deficit  position  in  the  2001  biennium.  Please  see  the  issue  in  the 
preceding  agency  section. 

DP  106  -  State  Workforce  Investment  Council  -  State  Workforce  Investment  councils  holds  five  meetings  annually.  The 
department  is  requesting  $5,000  for  Council  members'  travel  based  on  actual  expenditures  in  fiscal  1998. 

DP  107  -  Eliminate  Job  Registry  &  State  Training  -  The  State  Retraining  and  Job  Registry  programs  sunsets  on  June  30, 
1999,  and  the  adjustment  reduces  general  fund  $51,968  for  the  biennium. 

DP  1 10  -  WC  Funding  Shortfall  -  Vacancy  Savings  -  Job  Service  Division's  allocated  share  of  vacancy  savings  to  offset 
the  shortfall  in  funding  for  worker's  compensation  fund  is  a  reduction  of  $34,587  in  personal  services. 

LFD  Issue  -  The  worker's  compensation  fund  has  insufficient  revenue  to  meet  ongoing  expenditures  in  the  2001 
biennium.  Please  refer  to  LFD  issue  in  the  agency  section. 

DP  1 1 1  -  JMG  funding- 1.00  FTE/Grant  Continuation  -  Since  1990,  Jobs  for  Montana  Graduates  (JMG)  has  worked  with 
high  schools  to  implement  a  school-to-career  program  for  at-risk  youth.  Currently,  17  Montana  schools  offer  a  high 
school  course  based  on  the  JMG  model.  Annual  program  expenditures  primarily  include  administrative  costs  plus 
expenses  for  teacher  and  job  specialist  training  and  two  statewide  conferences.  The  executive  requests  $558,746  general 
fund  to  expand  the  Jobs  for  Montana  Graduates  program  from  17  to  50  schools  serving  600  students  and  to  add  1.0  FTE  to 
facilitate  program  expansion. 

LFD  Issue  -  JMG  is  an  affiliate  of  a  national  nonprofit  organization,  Jobs  for  America's  Graduates,  Inc.,  with 
programs  in  28  states.  Typically,  affiliates  are  state  nonprofit  corporations  that  utilize  a  board  of  directors  drawn 
from  the  private  and  public  sectors.  In  three  states,  the  state  board  of  education  oversees  the  program.  According 
to  information  from  the  Jobs  for  America's  Graduates  organization,  overall  state  affiliates'  budgets  include 
approximately  25  percent  Job  Training  and  Partnership  Act  funds,  40  percent  direct  state  legislature  funds,  15 
percent  other  public  funds  and  10  percent  private  sector  funding.  Montana's  JMG  program  is  100  percent  funded 
from  the  general  fund.  In  prior  years,  private  contributions  provided  limited  funds  along  with  public  grants. 

There  are  two  primary  issues  in  regard  to  the  executive  request  for  this  program. 

1)  As  stated,  other  states  that  have  a  JMG  Program  provide  funding  from  a  variety  of  sources,  including  private 
funds.  Therefore,  should  the  general  fund  provide  100  percent  funding  for  JMG  as  requested? 

2)  Can  JMG  demonstrate  increased  graduation  rates  as  a  program  participation  outcome?  The  executive  requests 
increasing  the  JMG  base  budget  by  148  percent.  However,  no  studies  have  been  completed  using  baseline  data  to 
indicate  the  program  is  having  an  impact  on  overall  graduation  rates  in  Montana  schools. 

Options: 

a)  Require  that  a  portion  of  expanded  funding  be  funded  with  private  or  federal  funds. 

b)  Do  not  expand  the  program  until  empirical  data  is  completed  showing  a  link  between  the  program  and 
increased  graduation  rates  for  at-risk  youth. 

c)  Continue  to  fund  current  and  any  expanded  JMG  with  100  percent  general  fund. 
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Statute  defines  present  law  as  that  level  of  funding  needed  to  maintain  operations  and  services  at  the  level 
authorized  by  the  previous  Legislature.  This  expansion  does  not  meet  that  criteria  and  should  have  been  requested 
as  a  new  proposal. 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

101 
103 
104 

Welfare  to  Work  Federal  Funds 
Funding  for  Apprenticeship  Program 
One-Stop  Workforce  Center  System 

Total  New  Proposals 

.00 

.00 
.00 

00 

0 

140,000 

0 

$140,000 

3,458,945 

140,000 

1,257,471 

$4,856,416 

.00 
.00 
.00 

00 

0 

140,000 

0 

$140,000 

3,458,945 

140,000 

1,242,529 

$4,841,474 

New  Proposals 

DP  101  -  Welfare  to  Work  Federal  Funds  -  The  executive  requests  federal  spending  authority  of  $6,917,890  for  the 
biennium  for  the  Welfare  to  Work  grant  that  was  established  in  the  Balanced  Budget  Act  of  1997.  The  grant  is  intended 
to  be  coordinated  with  the  Temporary  Assistance  for  Needy  Families  (TANF)  program  (Montana's  FAIM  program). 
Welfare-to-Work  is  intended  to  provide  transitional  assistance  to  hard-to-employ  welfare  recipients  living  in  high  poverty 
areas.  State  allocations  were  made  based  on  the  number  of  Aid  to  Families  with  Dependent  Children  (AFDC)  recipients 
and  unemployment  rates. 

Montana  received  a  $3.2  million  grant  for  federal  fiscal  1999  and  funding  has  been  approved  for  federal  fiscal  years  2000 
and  2001.  The  grant  requires  a  $1  state  match  for  every  $2  federal  funds.  The  state  has  three  years  from  the  date  funds 
are  allocated  to  spend  Welfare-to-Work  funds  and  the  match.  For  fiscal  1999,  existing  expenditures  make  up  the  $1.6 
million  state  match:  1)  State  Board  of  Investment  loans,  $250,000;  2)  TANF  Maintenance  of  Effort  (MOE),  $600,000;  3) 
Office  of  Public  Instruction  Adult  Basic  Education  classes,  $80,000;  4)  Displaced  Homemaker  program,  $60,000;  5)  Jobs 
for  Montana's  Graduates,  $76,000;  6)  ESA  funds,  $400,000;  and  7)  soft  match  from  communities,  $200,000. 

LFD  Issue  -  Uncertainties  of  program  implementation  and  operation  will  make  it  difficult  to  gauge  effectiveness 
and  whether  Welfare-to-Work  is  reaching  those  most  in  need.  Uncertainties  include: 

1)  There  are  discrepancies  between  high  poverty/unemployment  counties  and  Welfare-to-Work  allocations.  While 
a  tribal-specific  Welfare-to-Work  program  was  established  and  Montana  tribes  have  received  $424,000  for  tribal 
Welfare-to-Work  program,  the  high  poverty  tribal  cases  do  not  receive  the  bulk  Welfare-to-Work  funding. 

2)  The  number  of  eligible  participants  is  unknown.  Federal  guidelines  place  restrictions  on  program  eligibility, 
which  may  reduce  effectiveness  of  Welfare-to-Work  in  Montana.  There  are  three  categories  of  eligibility: 

Category  1  -  must  be  TANF  recipients  and  have  two  out  of  three  of  the  following  employment  barriers:  a)  did  not 
graduate  from  high  school  or  receive  a  GED  and  have  low  math  and  reading  skills;  b)  have  a  poor  work  history; 
and  c)  require  substance  abuse  treatment  before  employment.  Further,  the  participant  should  be  a  long-term 
TANF  recipient  or  will  reach  the  TANF  time  limits  within  the  next  twelve  months. 

Category  2  -  must  be  a  noncustodial  parent  of  a  minor  whose  custodial  parent  meets  the  three  criteria  of  category 
1. 

Category  3  -  must  have  the  specified  barriers  to  employment  and  no  longer  be  receiving  TANF  assistance  because 
the  lifetime  time  limit  has  been  reached. 

In  the  first  years  of  the  Families  Achieving  Independence  in  Montana  (FAIM)  a  statewide  effort  was  undertaken  to 
assure  AFDC  recipients  obtained  their  GED.  Therefore,  many  of  the  'hard  to  employ'  welfare  recipients  do  not 
meet  criteria  number  one. 
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3)  Federal  regulations  require  a  complex  organizational  structure.  The  Department  of  Labor  and  Industry 
administers  the  grant  under  the  direction  of  the  Concentrated  Employment  Program  Private  Industry  Council  and 
the  Balance  of  State  Private  Industry  Council  and  their  related  Councils  of  Commissioners.  The  Department 
Public  Health  and  Human  Service  will  determine  eligibility  and  has  located  liaisons  in  the  Department  of  Labor 
and  Industry  to  assist  in  program  design.  Local  welfare  offices,  job  service  offices,  and  other  program  operators 
are  involved  in  service  delivery.  Tribal  welfare  offices  work  through  program  operators  to  access  services 
Therefore,  a  great  deal  of  coordination  among  several  entities  must  take  place.  This  raises  the  issue  of  whether  the 
program  can  run  at  top  efficiency. 

4)  The  state  match  for  the  2001  biennium  has  not  been  identified.  The  $600,000  TANF  maintenance  of  effort  may 
not  be  available  in  the  2001  biennium  as  the  executive  is  proposing  to  reduce  the  maintenance  of  effort  to  77 
percent.  When  Department  Labor  and  Industry  soft  matches  occur,  complications  arise  because  these  programs 
do  not  have  participation  requirements  and  tracking  mechanisms.  If  the  match  is  not  met,  federal  funds  are 
withheld  from  subsequent  Welfare-to-Work  grants. 

6)  In  order  for  welfare  recipients  to  enter  the  workforce  on  a  long-term  basis,  jobs  must  be  available.  For  example, 
Transportation  Equity  Act  (TEA-21)  brings  an  infusion  of  $98  million  annually  into  Montana  for  highway 
construction.  Construction  offers  desirable  jobs.  Unfortunately,  barriers  exist  that  prevent  using  Welfare-to- 
Work  funds  to  train  the  hard-to-employ  welfare  recipients  for  construction  jobs.  Talks  have  been  attempted 
between  unions,  contractors,  and  Department  of  Transportation  and  Department  Public  Health  and  Human 
Services.  However,  no  plan  is  in  place  yet. 

Therefore,  the  question  arises  as  to  how  the  Department  of  Labor  and  Industry  gauges  whether  funds  are  assisting 
those  most  in  need?  Areas  of  the  highest  unemployment  and  public  assistance  are  on  and  near  the  reservations. 
The  complex  administration  process  for  Welfare-to-Work  funds  creates  barriers  to  getting  funds  to  eligible  tribal 
members. 

Options: 

1)  Ask  the  department  to  develop  a  method  to  identify  potential  participants. 

2)  Ask  the  department  to  report  on  how  they  will  simplify  the  complex  administration,  possibly  through  a  federal 
waiver,  and  directly  involve  tribes  in  administration  and  delivery  of  Welfare-to-Work  funds. 

3)  Require  an  annual,  results-oriented  progress  report  to  the  legislature  detailing  participants  served,  location,  job 
placement,  impact  on  unemployment  and  public  assistance,  and  administration  and  benefit  costs  to  provide 
services  in  Welfare-to-Work  and  other  related  programs. 

4)  Do  not  appropriate  federal  funds  for  Welfare-to-Work. 

5)  Fund  the  request  as  included  in  the  Executive  Budget. 

DP  103  -  Funding  for  Apprenticeship  Program  -  The  executive  requests  $280,000  general  fund  over  the  biennium  for  the 
apprenticeship  training  program  to  provide  grants  to  help  off-set  costs  for  correspondence  courses,  apprentice  instructor 
costs,  and  administrative  expenses  incurred  by  the  Office  of  Public  Instruction.  This  request  is  part  of  the  Governor's  Jobs 
and  Income  proposal. 

clo™1™!?'  apprenticesh'P  training  has  been  funded  with  ESA  funds.  The  1995  legislature  appropriated  an  additional 
$190,000  from  ESA  funds  to  fund  program  growth.  The  1997  legislature  approved  HB281  that  directed  special  revenue 
funds  in  the  Department  of  Commerce  state  special  revenue  from  various  plumbing,  electrical,  and  building  fees.  The 
Department  of  Commerce  indicated  they  wish  to  reallocate  funding  for  the  2001  biennium 
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LFD  Issue  -  The  apprenticeship  program  has  been  funded  with  state  special  revenues  but  the  department  is 
requesting  general  fund  to  replace  the  above-mentioned  funding.  No  federal  grants  supplement  funding  for 
apprenticeship  training,  although  there  are  no  restrictions  to  using  federal  funds  if  they  are  available. 

There  are  a  number  of  issues  for  consideration: 

1)  Should  the  state  provide  general  funds  to  support  the  apprenticeship  program? 

2)  Are  other  funding  sources  available? 

3)  Should  apprenticeship  training  continue  to  be  funded  with  ESA  funds  when  this  account  is  facing  a  shortfall? 
See  LFD  Issue  Employment  Security  Act  Fund  in  the  agency  summary. 

4)  Could  the  apprenticeship  program  be  operated  outside  state  government  with  costs  paid  by  participants? 

DP  104  -  One- Stop  Workforce  Center  System  -  The  executive  is  requesting  $2.5  million  federal  authority  for  a  One-Stop 
Workforce  Center  System  Implementation  Plan  Grant.  Funds  would  provide  statewide  oversight,  program  direction,  and 
technical  assistance.  The  specific  tasks  include  coordinating  workforce  development  efforts  by  providing  for  statewide 
planning  and  policy  development;  providing  direction  concerning  areas  of  overlap  or  dispute  in  program  operations; 
working  with  state  agencies,  at  the  state  and  local  level,  to  provide  leadership  in  promoting  the  work  force  development 
system;  and  providing  technical  assistance  and  advice  to  Montana  Job  Training  Partnership,  Inc.,  the  service  delivery  area 
councils,  and  others. 

The  universal  goal  of  the  program  is  to  provide  all  customers,  individuals,  and  employers,  with  access  to  a  broad  array  of 
services  from  a  comprehensive  collection  of  employment  and  training  options,  including  information  regarding  both 
public  and  private  service  providers. 

This  grant  is  100%  federal  funds  and  does  not  require  state  match. 

Language  Recommendations 

"If  the  2.60  percent  cap  on  workers'  compensation  assessment  is  not  removed,  the  department  can  redistribute  the 
reductions." 

LFD  Issue  -  This  language  is  requested  in  the  event  the  legislature  approves  the  department's  budget  that  includes  funding 
the  shortfall  in  the  Workers'  Compensation  Administrative  fund  with  vacancy  savings.  See  LFD  Issue  in  the  agency 
summary.  By  including  this  language  the  department  can  choose  where  to  take  reductions.  Therefore,  if  the  department 
is  allowed  to  reallocate  the  reduction  after  the  legislature  session,  reductions  may  occur  in  areas  not  envisioned  or 
supported  by  the  legislature.  The  legislature  may  want  to  direct  the  department  to  take  reductions  in  specific  programs. 

Proprietary  Rates 

Program  Description 

Montana  Career  Information  System  (06051) 

The  Montana  Career  Information  System  (MCIS)  has  been  active  in  Montana  since  1980.  The  purpose  of  MCIS  is  to 
deliver  current  career  and  labor  market  information  to  Montanans  in  an  easy-to-use,  easy-to-understand  format.  This  is 
the  only  career  information  delivery  system  in  the  country  that  has  specific  Montana  labor  market  information  included  in 
each  file.  MCIS  is  currently  being  used  at  over  200  sites  throughout  the  state  by  a  wide  variety  of  users:  job  service 
offices,  vocational  rehabilitation  offices,  high  schools,  community  colleges,  universities,  tribal  colleges,  education  and 
training  agencies,  and  adult  education  programs. 


LABOR  &  INDUSTRY  D-105  JOB  SERVICE  DIVISION 


LABOR  &  INDUSTRY 


1-JOB  SERVICE  DIVISION 


Rate  Explanation 

The  Montana  Career  Information  System  (MCIS)  is  funded  by  user  fees  not  to  exceed  $1,500  per  site.  Discounted  rates 
are  available  for  small  schools  and  groups. 


Report  on  Internal  Service  &  Enterprise  Funds,  2001  Biennium 

Accounting  Entity 
Number 

Accounting  Entity  Name 

Agency  Number 

Agency  Name 

Program  Name 

06051 

MONTANA  CAREER  INFO  SYSTEM 

B8Q2 
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Fund  Balance  Information 

Beginning  Retained  Earnings 

Increases 

FY94 
23.423 

FY95 

32,528 

FY96 
16,550 

FY97 

37,308 

FY98 
35,387 

Estimated 
FY99 
(12) 

Estimated 
FYOO 

50,000 

Estimated 
FY01 

50,000 

Fee  Revenue 
Investment  Earnings 
Transfers  In 

Miscellaneous,  operating 
Miscellaneous,  other 

98,215 
0 
0 

16,414 
0 

97,326 
0 
0 

11,979 
0 

134,691 

0 

0 

6.787 

0 

111.213 

0 

0 

21,160 

0 

130.810 

0 

0 

22 

0 

105,000 

0 

0 

97,520 

0 

115,500 

0 

0 

73,140 

0 

127,050 

0 

0 

48,760 

0 

Total  Increases 

114,629 

109,305 

141,478 

132,373 

130,832 

202,520 

188,640 

175,810 

(Decreases) 

Personal  Services  47,462 

Operations  58,062 

Transfers  Out  0 

Miscellaneous,  operating  0 

Miscellaneous,  other  0 

Total  Decreases  105,524 

Adjustments  to  Beginning  Retained 

Earnings  0 

Ending  Retained  Earnings  32,528 

Total  Contributed  Capital  0 

Total  Fund  Equity  32,528 
Unreserved  Fund  Balance 

60  Days  of  Expenses  (La.  total  of 

personnel  services,  operations,  and 

miscellaneous  operating  divided  by  6)  1 7,587 


66,311 

63,084 

59,145 

57,636 

0 

0 

1,109 

0 

0 

0 

126,565 

120,720 

1,282 

0 

16,550 

37,308 

0 

0 

16,550 

37,308 

65,262 

69,032 

0 

0 

0 

134,294 


0 
35,387 

0 
35,387 


22,382 


63,144 

92,027 

769 

0 

0 

155,940 


65,670 

86,838 

0 

0 

0 

152,508 


68,300 

120,340 

0 

0 

0 

188,640 


71.032 

109,778 

0 

0 

0 

180,810 


50,000 


(10.291) 
(12) 
0 
(12)  50,000 


25,418 


50,000  45,000 

50,000  45,000 


31,440 


30,135 


Agency  Charges,  For  Information  Only. 

Rate:  $1,500  per  site 

Note:  Miscellaneous  Earnings  are  from  Job  Service  Division's  One-Stop  Center  Grant  that  is  a  three-year  grant  covering  the  period 

July  1 ,  1 998  through  December  31 ,  2000  for  the  MCIS  program.  This  grant  is  a  budget  amendment  item  through  JSD. 

Planned  earn/in  will  help  replace  loss  of  grant  revenue  at  the  end  of  year  2000. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec  Budget 
Fiscal  2001 

Exec  Budget 
Fiscal  00-01 

FTE 

104  50 

3  00 

1.00 

108.50 

3.00 

1.00 

108.50 

10850 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 
Debt  Service 

3,527,486 

1,784,266 

0 

1,736 

4,591 

119,872 

(242,824) 

0 

0 

434,383 

29,603 

5,357 

0 

0 

0 

3,676,961 

1,546,799 

0 

1,736 

438,974 

102,915 

(234,147) 

0 

0 

431,805 

29,401 

5,357 

0 

0 

0 

3,659,802 

1,555,476 

0 

1,736 

436,396 

7,336,763 

3,102,275 

0 

3,472 

875,370 

Total  Costs 

$5,318,079 

$311,431 

$34,960 

$5,664,470 

$300,573 

$34,758 

$5,653,410 

$11,317,880 

General  Fund 
State/Other  Special 
Federal  Special 
Capital  Projects 

0 

318,413 

4,999,666 

0 

0 
(36,353) 
(86,599) 
434,383 

0 

0 

34,960 

0 

0 

282,060 

4,948,027 

434,383 

0 
(36,765) 
(94,467) 
431,805 

0 

0 

34,758 

0 

0 

281,648 

4,939,957 

431,805 

0 

563,708 

9,887,984 

866,188 

Total  Funds 

$5,318,079 

$311,431 

$34,960 

$5,664,470 

$300,573 

$34,758 

$5,653,410 

$11,317,880 

Program  Description 

The  Unemployment  Insurance  (UI)  Division  administers  the  state  unemployment  insurance  law  and  related  federal 
programs,  which  provide  temporary,  partial  wage  replacement  to  involuntary  unemployed  individuals.  The  UI  Division  is 
organized  into  three  bureaus:  UI  Contributions,  UI  Benefits,  and  UI  Program  Support.  The  UI  Contributions  Bureau 
determines  which  employers  must  pay  the  UI  tax  and  registers  them,  assigns  UI  rates,  audits  and  enforces,  collects  and 
administers  the  tax,  and  accounts  for  the  UI  trust  fund.  It  also  registers  businesses  for  Department  of  Revenue 
withholding  taxes  and  Old  Fund  Liability  taxes.  The  UI  Benefits  Bureau  receives,  processes,  and  pays  UI  benefit  claims 
and  adjudicates  disputed  benefit  claims.  The  UI  Support  Bureau  manages  the  Benefit  Automated  Rewrite  System 
(BeAR),  the  UI  insurance,  and  benefit  accounting  and  payment  system. 

Funding 

The  UI  Division  is  funded  with  state  special  revenues,  including  ESA  and  Department  of  Labor  Information  Exchange 
funds,  and  federal  funds,  which  are  primarily  Labor  and  Industry  funds.  Capital  project  bond  repayments  are  funded  with 
federal  grants. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

21.026 
(12,117) 
112,389 

4,748 
(9,991) 
118,940 

Total  Statewide  Adjustments 

$121,298 

$113,697 

Present  Law  Adjustments 

201 

202 

UI  Increased  Workload  &  Collection 
Telephone  Claims  Annual ization 

3.00 

.00 

0 
0 

98,846 
91,287 

3.00 
.00 

0 
0 

98,167 
88,709 

Total  PL  Adjustments 

3  00 

$0 

$190,133 

3.00 

$0 

$186,876 

Present  Law  Adjustments  Total 

$311,431 

$300,573 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 
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LFD  Comment  ~  Personal  services  includes  a  vacancy  savings  reduction  of  2.7  percent,  totaling  $102,797  in  fiscal 
2000  and  $102,267  in  fiscal  2001. 

DP  201  -  UI  Increased  Workload  &  Collection  -  As  a  condition  of  receiving  federal  unemployment  insurance  grants,  state 
law  must  provide  for  "methods  of  administration"  to  assure  the  proper  and  prompt  delivery  of  UI  services  to  claimants  and 
employers.  Because  of  this  requirement,  the  executive  is  requesting  $197,013  federal  funds  for  3.0  FTE  to  replace  current 
modified-level  FTE. 

Two  customer  service  representatives  would  be  hired  in  the  telephone  claims  center  to  improve  access  when  unemployed 
workers  contact  the  state.  One  modified  FTE,  collection  technician,  would  be  changed  to  permanent  status.  According  to 
the  division,  in  the  past  year  adding  this  modified  FTE  increased  direct  cash  collections  by  16.3  percent  and  penalty 
collections  by  44.4  percent  in  calendar  year  1997  over  1995. 

DP  202  -  Telephone  Claims  Annualization  -  The  executive  requests  $179,996  additional  funds  to  annualize  operating 
costs  from  the  nine  months  of  expenditures  in  the  base  to  twelve  months.  This  increase  would  be  funded  with  federal  UI 
grants.  In  addition,  the  division  would  transfer  ongoing  costs  for  the  unemployment  insurance  system  maintenance  and 
enhancement  from  contract  services  to  debt  service  that  would  be  funded  with  federal  UI  grants. 


New  Proposals 

Fiscal  2000 
Fiscal  2000              General 
Description                                                                           FTE                     Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

201        Adjudication-Claims  Examiner  100  FTE                                         1.00                          0 
Total  New  Proposals                                                                       1.00                        $0 

34,960 
$34,960 

1.00 
1.00 

0 
$0 

34,758 

$34,758 

New  Proposals 

DP  201  -  Adjudication-Claims  Examiner  1.00  FTE  -  The  executive  r 

equests  1 .00  FTE  in  the  I 

Jnemployme 

nt  Insurance 

Benefits  Bureau,  totaling  $69,718  federal  funds  for  the  biennium.  The  position  would  issue  claim  determinations,  which 
must  meet  federal  turnaround  standards. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 
Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

24.05 

.35 

.00 

24.40 

.35 

.00 

24.40 

24.40 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 

968,274 

344,003 

0 

0 

(55,133) 

82,465 
0 
0 

0 
0 
0 
0 

913,141 

426,468 

0 

0 

(49,279) 

84,336 

0 

0 

0 
0 
0 
0 

918,995 

428,339 

0 

0 

1,832,136 

854,807 

0 

0 

Total  Costs 

$1,312,277 

$27,332 

$0 

$1,339,609 

$35,057 

$0 

$1,347,334 

$2,686,943 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

105,973 

652,309 

458,279 

95,716 

47,203 

(57,509) 

31,397 

6,241 

16,188 

63,600 

(16,188) 

(63,600) 

169,364 

658,400 

473,488 

38,357 

46,740 

(47,679) 

30,057 

5,939 

16,188 

63,403 

(16,188) 

(63,403) 

168,901 

668,033 

472,148 

38,252 

338,265 

1,326,433 

945,636 

76,609 

Total  Funds 

$1,312,277 

$27,332 

$0 

$1,339,609 

$35,057 

$0 

$1,347,334 

$2,686,943 

Program  Description 

The  Commissioner's  Office  and  the  Legal  and  Centralized  Services  Division  provide  program  direction,  legal, 
administration,  and  support  services  to  the  department.  Legal  and  Centralized  Services  provides  the  central  support 
functions  of  the  department  through  six  bureaus:  1)  accounting;  2)  information  services;  3)  budget;  4)  personnel  and 
training;  5)  hearings;  and  6)  legal  services.  Administratively  attached  is  the  three-member  Board  of  Labor  Appeals,  which 
hears  appeals  concerning  the  administration  of  Montana  unemployment  insurance  laws  and  employer/employee 
relationships. 

Funding 

The  division's  legal  services  and  administrative  services  are  funded  with  general  fund,  state  special  revenue  from  the 
Employment  Security  Act  (ESA)  and  Workers'  Compensation  Administration  (WC),  federal  labor  and  industry  funds, 
proprietary  funds  from  the  Uninsured  Employer  fund,  and  non-appropriated  proprietary  funds  from  the  department's  cost 
allocation  plan. 

General  fund  supports  a  portion  of  the  Human  Rights  Bureau. 

Total  division  expenditures  are  budgeted  42  percent  within  HB  2  with  the  remainder  non-budgeted  propriety  funds  for  the 
division's  cost  allocation  plan.  Rates  charged  for  services  must  be  agreed  upon  by  the  federal  Department  of  Labor  and 
are  anticipated  to  be  8  percent  of  actual  personal  services.  The  proprietary  amount  is  discussed  later  in  the  program. 

LFD  Issue  -  The  ESA  and  WC  accounts  are  both  projected  to  be  in  a  deficit  position  in  the  2001  biennium.  The  executive 
has  proposed  vacancy  savings  and  replacement  with  general  fund  to  meet  the  shortfall.  For  a  further  discussion,  please 
see  the  agency  section. 
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Present  Law  Adjustments 


Present  Law  Description 


Fiscal  2000 
FTE 


Fiscal  2000 

General 

Fund 


Fiscal  2000 
Total 
Funds 


Fiscal  2001 
FTE 


Fiscal  2001 

General 

Fund 


Fiscal  2001 
Total 
Funds 


302 
303 
304 
305 
306 


Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Adjustments 

Present  Law  Adjustments 

Human  Rights  Present  Law  Adjustment 
L/CSD  Operating  Adjustment 
L/CSD  Automation  Adjustments 
Legal/hearing  partial  FTE 
WC  Funding  Shortfall  -  Vacancy  Svgs 

Total  PL  Adjustments 

Present  Law  Adjustments  Total 


47,077 
1,809 
8,446 

$57,332 


41,069 
1,641 

10,485 

$53,195 


.00 

.00 
.00 
.35 
.00 

21,848 
0 
0 
0 
0 

0 

13,210 

59,000 

9,372 

(111,582) 

.00 
.00 
.00 
.35 
.00 

21,848 
0 
0 
0 
0 

0 

13,210 

59,000 

9,326 

(99,674) 

.35 

$21,848 

($30,000) 
$27,332 

.35 

$21,848 

($18,138) 
$35,057 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  --  Personal  services  includes  a  vacancy  savings  reduction  of  2.8  percent,  totaling  $29,198  in  fiscal  2000 
and  $29,009  in  fiscal  2001. 

DP  302  -  Human  Rights  Present  Law  Adjustment  -  The  division  requests  $43,696  general  fund  for  the  biennium.  This 
present  law  adjustment  requests  that  a  portion  of  departmental  administrative  costs  be  paid  with  general  fund  for  the 
Human  Rights  Bureau.  See  the  discussion  of  the  Human  Rights  Bureau  in  the  Employment  Relations  Division  section. 

DP  303  -  L/CSD  Operating  Adjustment  -  The  executive  requests  $26,420  for  the  biennium  funded  with  $5,332  from  both 
ESA  and  WC  funds,  federal  funds,  and  cost  allocation  plan  for  the  following  adjustments  to  operating  budgets: 

•  Legal/Hearings  travel  to  attend  a  training  conference  sponsored  by  the  National  Judicial  College  and  a  national 
conference  in  the  area  of  unemployment  insurance  and  workers'  compensation. 

•  Budget/fiscal  manager  travel  to  attend  three  out-of-state  committee  meetings  each  year.  Committee  meetings  address 
issues  such  as  federal  funding,  cost  allocation,  Year  2000,  and  automation.  Budget/fiscal  manager  is  a  member  of  the 
ICESA  (Inter-state  Council  of  Employment  Security  Agencies)  Administration  and  Finance  Committee.  Each  trip  is 
estimated  at  $1,265. 

•  Training  for  Information  Services  Bureau  Oracle  database  administrator.  The  department  unsuccessfully  recruited  for 
an  experience  database  administrator  and  the  decision  was  made  to  promote  the  division  information  systems  manager 
who  will  require  additional  training.  This  request  is  for  class  fees  and  travel  to  attend  three  Oracle  database-training 
sessions.  Approximate  cost  of  each  training  session  is  $2,500  with  an  additional  $1,700  for  airfare,  lodging,  meals, 
and  transportation. 

DP  304  -  L/CSD  Automation  Adjustments  -  The  executive  requests  $1 18,000  for  the  biennium  funded  with  $35,000  ESA, 
$31,000  WC  funds,  and  the  remainder  from  Unemployment  Insurance  Fund,  federal  funds,  and  the  cost  allocation  plan. 
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In  following  the  three-year  replacement  guideline  for  personal  computers,  the  executive  requests  three  servers  (personal 
computers):  1)  a  web  server  to  improve  internal  information  exchange,  which  would  replace  the  current  system  acquired 
in  1995.  The  replacement  cost  is  $12,500;  2)  tape  backup  server  that  provides  disaster  recovery,  current  server  acquired 
in  1996,  and  replacement  cost  is  $6,000;  and  3)  file  server  for  networking  functions,  which  would  replace  the  current 
system  acquired  in  1998.  Replacement  cost  is  $40,500.  Budget  increases  would  be  in  addition  to  $21,500  in  the  base  for 
computer  replacements. 

LFD  Issue  -  The  1997  legislature  authorized  the  sale  of  up  to  $3.6  million  in  bonds  to  fund  the  unemployment 
insurance  benefits  system.  As  of  August  1998,  the  department  had  requested  $2  million  sale  of  bonds  but  is  holding 
open  the  option  of  still  bonding  a  portion  of  the  remaining  $1.6  million. 

Also  in  1998,  the  department  received  a  $2.4  million  federal  grant  for  Year  2000  upgrades.  The  department's  list 
of  planned  expenditures  included  approximately  $50,000  in  personal  computer  and  server  purchases  for  the  Legal 
and  Centralized  Services  Division.  Opportunity  may  exist  to  utilize  current  funding  sources  to  pay  for  all  or  a 
portion  of  this  request. 

DP  305  -  Legal/hearing  partial  FTE  -  The  division  requests  $18,698  for  the  biennium  funded  from  ESA  and  WC  funds  for 
a  0.35  FTE.  Legal  and  Hearings  would  like  to  increase  an  approved  FTE  from  part-time  to  full  time.  They  have  been 
unsuccessful  in  filling  the  position  at  the  half-time  salary. 

DP  306  -  WC  Funding  Shortfall  -  Vacancy  Svgs  -  Legal  and  Central  Services  Division's  allocated  share  of  proposed 
vacancy  savings  to  offset  the  shortfall  in  funding  for  the  Workers'  Compensation  Administrative  fund  is  $211,156  in 
personal  services  for  the  biennium. 

LFD  Issue  -  This  account  is  projected  to  go  negative  in  the  2001  biennium,  and  the  executive  is  proposing  to  apply 
vacancy  savings  to  restore  the  funds  revenue/expenditure  balance.  This  vacancy  savings  is  almost  50  percent  of 
personal  services.  Please  refer  to  the  LFD  issue  in  the  agency  summary. 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

301 

302 

Funding  Shift  UEF  Admin  Acct-Legal 
Human  Rights  Federal  Fund  Replacement 

Total  New  Proposals 

00 
00 

.00 

0 
16,188 

$16,188 

0 
0 

$0 

.00 
.00 

.00 

0 
16,188 

$16,188 

0 
0 

$0 

New  Proposals 

DP  301  -  Funding  Shift  UEF  Admin  Acct-Legal  -  The  division's  review  of  the  Uninsured  Employer  Fund  Administration 
account  resulted  in  a  proposal  to  the  legislature  to  change  the  account  from  proprietary  to  state  special  revenue.  There  is 
no  fiscal  impact  of  this  new  proposal. 

DP  302  -  Human  Rights  Federal  Fund  Replacement  -  The  division  requests  $32,376  general  fund  for  the  biennium  to 
replace  federal  Housing  and  Urban  Development  (HUD)  funds.  Portions  of  the  Human  Rights  Bureau's  expenditures  are 
budgeted  in  the  Legal  and  Centralized  Services  Division,  which  in  the  past  were  funded  by  HUD.  The  proposal  is  to 
replace  lost  federal  funds  with  general  fund.  Please  see  the  discussion  of  the  Human  Rights  Bureau  in  the  Employment 
Relations  Division  section. 

Language  Recommendations 

"If  the  2.60  percent  cap  on  workers'  compensation  assessment  is  not  removed,  the  department  can  redistribute  the 
reductions." 

LFD  Issue  -  This  language  is  requested  in  the  event  the  legislature  approves  the  department's  budget  that  includes  funding 
the  shortfall  in  the  Workers'  Compensation  Administrative  fund  with  vacancy  savings.    See  "LFD  Issue"  in  the  agency 
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summary.  By  including  this  language  the  department  can  choose  where  to  take  reductions.  The  legislature  may  want  to 
direct  the  department  to  take  reductions  in  specific  programs. 

"It  is  the  intent  of  the  legislature  that  the  rates  charged  for  [legal/centralized  services]  be  the  rates  agreed  upon  by  the 
United  States  Department  of  Labor  federal  cost  negotiator.  It  is  anticipated  that  the  assessment  will  be  approximately 
8.00  percent  of  a  program's  actual  personal  services  costs  incurred  in  fiscal  year  2000  and  fiscal  year  2001." 

Proprietary  Rates 

Program  Description 

Internal  Services  Funds 

Cost  Allocation  Plan  (CAP)  ~  The  Commissioner's  Office  and  the  Legal/Centralized  Services  Division  are  funded 
through  a  cost  allocation  plan  under  which  the  various  other  divisions  in  the  agency  are  assessed  a  percentage  of  their 
personal  services  cost  to  support  centralized  functions.  The  services  provided  through  this  accounting  entity  are 
administration,  accounting,  purchasing,  budgeting,  personnel,  training,  mail  distribution,  and  information  services. 

Input/Output  Control  Operations  Functions  -  The  Legal/Centralized  Services  Division  recovers  costs  of  a  unit  called  the 
Input/Output  control  Operations  Function,  which  provides  traffic  control  of  data  input,  jobs  for  the  mainframe  computer 
system,  and  report  output. 

Rate  Explanation 

The  department  proposes  the  following  language  for  its  rate. 

Cost  Allocation  Plan  (CAP)  --  It  is  the  intent  of  the  legislature  that  the  rates  charged  for  these  functions  be  the  rates  agreed 
upon  by  the  United  States  Department  of  Labor  federal  cost  negotiator.  It  is  anticipated  that  the  assessment  will  be 
approximately  8  percent  of  a  program's  actual  personal  services  costs  incurred  in  FY  2000  and  FY  2001. 

Input/Output  Control  Operations  Functions  --  Internal  users  are  directly  charged  for  the  services  received  and  are  billed 
quarterly. 
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Report  on  Internal  Service  &  Enterprise  Funds,  2001  Blennlum 


accounting  Entity 
Number 


Accounting  Entity  Name 


Agency  Number 


06546  COMMISSIONERS  OFFICE/CSD 

06547  INFORMATION  SERVICES  BUREAU 
06551  JSD  RENT  COLLECTIONS 

06562  OLI  SPECIAL  PROJECTS 


Agency  Name 
LABOR  &  INDUSTRY 


Program  Name 


Fund  Balance  Information 


Beginning  Retained  Earnings 

Fee  Revenue 
Investment  Earnings 
Transfers  In 

Miscellaneous,  operating 
Miscellaneous,  other 


FY94 

230.971 

709,658 

0 

0 

46,057 

1.093.509 


Personal  Services 
Operations 
Transfers  Out 
Miscellaneous,  operating 
Miscellaneous,  other 


Total  Increases       1,849,224 

(Decreases) 

1,341,068 
345.301 
0 
0 
43.307 
Total  Decreases       1,729,676 


Adjustments  to  Beginning  Retained 

Earnings  0 

Ending  Retained  Earnings  350,519 

Total  Contributed  Capital  0 

Total  Fund  Equity  350,519 
Unreserved  Fund  Balance 

60  Days  of  Expenses  (i.e.  total  of 

personnel  services,  operations,  and 

miscellaneous  operating  divided  by  6)  281 .062 


FY95 
350.519 

591.718 

0 

0 

51,447 

1 .004.574 

1,647,739 


1.277.712 

311.623 

0 

0 

0 

1,589,335 

32.758 

441,681 

0 

441,681 


264.889 


FY96 

441.681 

560.719  ■ 

0 

0 

37.547 

950.002 

1,548,268 


1 .249.572 

351.865 

0 

0 

1.409 

1,602,846 

19.091 
406,194 

24.357 
430,551 


266,906 


FY97 

406.194 

727.189 

0 

0 

35.679 

977.115 

1,739,983 


1 .333.326 

369.503 

0 

0 

0 

1,702,829 


4.810 

448,158 

33.295 

481,453 


283.805 


Estimated    Estimated    Estimated 
FY98       FY99  FY00  FY01 

448.158  343.935  17,794  17.794 


756,952 

0 

0 

14.805 

856,803 


683,469 


981,380 


756.952         1,063,162 


913,289 


989.397 


1,628,560         1,440,421         2,044,542         1,902,686 


1.215.055         1.386,601  1.421,358         1.413,394 

419,036  379,961  623.184  489.292 

0 
0 
687 
1,634,778         1,766,562         2,044,542         1,902,686 


(98.005) 

343,935      17,794 

10,947 
354,882      17,794 


272.349 


294,427 


17,794 
17,794 

340.757 


17,794 
17,794 


317.114 


Fee/Rate  Information  for  Legislative  Action: 

7.64% 

7.73% 

Not  to  exceed 
8.65%;  actual 
7.61% 

Requested 

9.60%          8.90% 

Authority 
Title  17,  MCA 

Rates  for  Commissioner's  Office, 

06546:  %  of  personal  services               xxx               xxx                6.75% 

For  all  other  listed  funds                   on  actual  cost  to  proportional  use 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec  Budget 
Fiscal  00-01 

FTE 

107.61 

4.00 

.00 

111.61 

4.00 

.00 

111.61 

111.61 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 
Debt  Service 

3,411,353 

1,807,827 

90,036 

323,904 

900 

(356,510) 
385,913 

0 
200,000 

0 

0 
33,048 
0 
0 
0 

3,054,843 

2,226,788 

90,036 

523,904 

900 

(277,556) 
236,227 

0 
200,000 

0 

0 
37,413 
0 
0 
0 

3,133,797 

2,081,467 

90,036 

523,904 

900 

6,188,640 

4,308,255 

1 80,072 

1,047,808 

1,800 

Total  Costs 

$5,634,020 

$229,403 

$33,048 

$5,896,471 

$158,671 

$37,413 

$5,830,104 

$11,726,575 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

577,151 

3,957,434 

429,411 

670,024 

717,985 

(643,630) 

65,574 

89,474 

80,009 

791,049 

(75,636) 

(762,374) 

1,375,145 

4,104,853 

419,349 

(2,876) 

817,082 

(800,391) 

60,629 

81,351 

79,501 

787,414 

(74,888) 

(754,614) 

1,473,734 

3,944,457 

415,152 

(3,239) 

2,848,879 

8,049,310 

834,501 

(6,115) 

Total  Funds 

$5,634,020 

$229,403 

$33,048 

$5,896,471 

$158,671 

$37,413 

$5,830,104 

$11,726,575 

Program  Description 

The  Employment  Relations  Division  (ERD)  consists  of: 

1)  Workers'  Compensation  (WC)  Regulation,  which  regulates  WC  insurance  coverage  requirements,  policy  compliance, 
medical  regulations,  and  cost  containment,  and  WC  Claims  Assistance  Bureau,  which  assists  organizations  and 
individuals  to  arrive  at  early,  less  expensive  settlements  of  their  disputes;  2)  Labor  Standards  Bureau,  which  enforces  state 
and  federal  labor  laws  related  to  the  payment  of  wages,  and  provides  collective  bargaining  mediation;  3)  Safety  Bureau, 
which  administers  federal  and  state  industrial  safety  laws;  4)  Human  Rights  (HR)  Bureau,  which  enforces  Montana 
Human  Rights  Act  and  Governmental  Code  of  Fair  Practices  through  investigations,  conciliation,  hearings,  and  education 
and  is  responsible  for  enforcing  laws,  which  prohibit  discrimination  in  employment,  housing,  public  accommodations, 
financing  and  credit  transactions,  insurance,  education,  and  government  services;  5)  Contractor  Registration  and 
Independent  Contractor  Exemption  programs,  which  registers  contractors;  and  6)  Board  of  Personnel  Appeals,  which 
deals  with  issues  related  to  wage  and  hour,  and  collective  bargaining  disputes  between  employers  and  employees  and  is 
administratively  attached. 

Program  Narrative 

LFD  Issue  -  The  Workers'  Compensation  Administrative  Fund  and  the  Employment  Security  Account  (ESA)  are  both 
projected  to  go  negative  in  the  2001  biennium.  The  executive  is  proposing  to  restore  the  balance  to  the  WC  fund  by 
applying  vacancy  savings  and  replacing  some  ESA  with  general  fund.  For  a  further  explanation,  please  see  the  discussion 
in  the  DOLI  the  agency  section.  The  legislature  may  wish  to  consider  the  funding  shortfall  and  request  for  general  fund 
when  examining  present  law  adjustments  and  new  proposals  that  use  either  account  as  a  funding  source. 

Funding 

The  Employment  Relations  Division  is  funded  with  state  special  revenues  from  the  Workers'  Compensation 
Administrative  Fund,  Employment  Security  Act  (ESA),  and  fees  paid  for  the  Independent  Contractor  Exemption  and 
Contractor's  Registration  programs.  General  fund  supports  a  portion  of  the  Human  Rights  Bureau  and  the  Silicosis  and 
Social  Security  Benefits  program.  Federal  support  is  derived  from  coal  mine  safety,  on-site  consultation,  Unemployment 
Insurance  grant  funds,  and  Equal  Employment  Opportunity  funds. 

Proprietary  funds  from  the  subsequent  injury  and  the  uninsured  employers'  fund  totally  support  benefits  to  these  injured 
workers,  as  well  as  providing  partial  funding  support  for  administrative  functions. 
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Present  Law  Adjustments 


Present  Law  Description 


Fiscal  2000 
FTE 


Fiscal  2000 

General 

Fund 


Fiscal  2000 
Total 
Funds 


Fiscal  2001 
FTE 


Fiscal  2001 

General 

Fund 


Fiscal  2001 
Total 
Funds 


Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Adjustments 

Present  Law  Adjustments 

401  Restore  HRB  One-Time-Only  FTE 

402  Human  Rights  Present  Law  Adjustment 

403  Leased  Space  Present  Law  Adjustment 

404  IARA  Present  Law  Adjustment 

405  Montana  Health  Act 

406  Per  Diem  Request 

407  Contracted  Services  Programming 

409  ESA  Shortage-General  Fund  Supplement 

4 1 0  WC  Funding  Shortfall  -  Vacancy  Svgs 

4 1 1  Combine  PBB  RL  into  Labor  Std  Bureau 

Total  PL  Adjustments 
Present  Law  Adjustments  Total 


427,120 
10,913 
68,087 

$506,120 


408,769 

9,677 

68,441 

$486,887 


3.00 

106,928 

131,928 

00 

65,852 

0 

00 

21,655 

154,201 

.00 

0 

200,000 

1.00 

49,416 

49,416 

.00 

0 

11,500 

.00 

0 

96,000 

.00 

446,000 

0 

.00 

0 

(919,762) 

.00 

0 

0 

4.00 

$689,851 

($276,717) 

$229,403 

3.00 

106,946 

131,946 

.00 

65,852 

0 

.00 

14,116 

100,519 

.00 

0 

200,000 

1.00 

49,424 

49,424 

.00 

0 

11,500 

.00 

0 

0 

.00 

554,000 

0 

.00 

0 

(821,605) 

.00 

0 

0 

4.00 

$790,338 

($328,216) 

$158,671 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Issue  —  Personal  services  includes  a  vacancy  savings  reduction  of  2.7  percent,  totaling  $111,213  in  fiscal  2000 
and  $110,617  in  fiscal  2001. 

DP  401  -  Restore  HRB  One-Time-Only  FTE  -  The  department  requests  $263,874,  including  $213,874  general  fund,  for 
the  biennium  to  restore  3.0  one-time-only  FTE  to  permanent  status  in  the  Human  Rights  Bureau. 

In  1998,  14.5  FTE  closed  406  old  law  and  254  new  law  cases.  As  of  September  24,  1998,  393  cases  remain  open.  In  the 
past  year,  inquiries  increased  10  percent  but  cases  filed  declined  42  percent.  A  new  intake  procedure  was  implemented 
during  the  year  that  the  division  believes  is  responsible  for  reducing  the  need  to  file  cases. 

The  Human  Rights  Bureau  is  statutorily  required  to  investigate  cases  within  180  days  and  hold  hearings  within  12  months. 
The  division  is  requesting  permanent  staff  of  14.5  FTE  to  continue  to  meet  timelines. 

LFD  Issue  -  Funding  for  the  Human  Rights  Bureau  is  discussed  in  the  Statutory  Appropriation  request  in  the 
Agency  Summary.  Present  law  adjustments  401,  402,  and  403  and  new  proposal  401  impact  Human  Rights 
Bureau  funding  as  well  as  adjustments  in  other  programs.  All  funding  proposals  should  be  considered  together. 

This  new  proposal  would  replace  federal  funds  with  general  fund  for  the  2001  biennium  and  into  the  future. 

Options: 

1)  Approve  general  fund  to  replace  federal  funds. 

2)  Reduce  the  appropriation  and  services  to  equal  existing  funding. 

3)  Implement  changes  to  the  laws  governing  the  Human  Rights  Commission  in  order  to  regain  federal  equivalency. 
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DP  402  -  Human  Rights  Present  Law  Adjustment  -  The  division  requests  $131,704  general  fund  to  replace  state  special 
revenue,  federal,  and  proprietary  funds.  This  expenditure  is  for  the  Human  Rights  Bureau's  portion  of  the  department  cost 
allocation  plan.  For  an  explanation  of  the  changes  to  the  Human  Rights  Bureau  by  the  1997  legislature,  see  the 
supplemental  appropriation  request  in  the  Agency  Summary  and  LFD  Issue  above. 

LFD  Issue  -  Statute  requires  that  funding  switches  be  requested  in  a  new  proposal.  This  proposal  should, 
therefore,  be  considered  in  a  new  proposal. 

DP  403  -  Leased  Space  Present  Law  Adjustment  -  The  division  is  requesting  $254,720  for  the  biennium,  including 
$35,771  general  fund,  $34,934  ESA,  and  $119,226  Workers'  Compensation  Administration  funds,  to  lease  additional 
office  space.  ERD  leases  two  office  sites  in  Helena  because  neither  location  can  house  the  entire  division  staff.  Also, 
both  locations  are  not  handicap  accessible.  To  accommodate  104  employees  with  office,  storage,  and  computer  space  a 
total  of  25,000  square  feet  is  requested  that  is  available  in  a  new  facility  under  construction  by  the  Board  of  Investments. 
Rental  payments  would  increase  $98,744  over  the  base,  plus  $60,000  would  be  needed  for  moving  expenses  in  2000. 

LFD  Issue  -  The  Board  of  Investments  built  this  new  facility  as  an  investment.  Rent  in  the  new  facility  is  $12.61 
per  square  foot  for  office  space  compared  to  current  rates  of  $7.00  and  $9.79  per  square  foot.  Moving  expenses 
could  be  designated  one-time-only. 

DP  404  -  IARA  Present  Law  Adjustment  -  The  executive  requests  $400,000  state  special  revenue  biennial  spending 
authority  to  fund  Industrial  Accident  Rehabilitation  Account  (IARA)  claims.  The  1997  legislature  moved  responsibility 
for  processing  IARA  claims  with  dates  of  injury  prior  to  July  1,  1997  to  ERD.  At  the  time  of  the  change,  a  reliable 
estimate  of  expenses  was  not  available  because  in  1995  the  Supreme  Court  determined  a  claimant  could  receive  IARA 
money  without  having  to  meet  both  rehabilitation  services  and  workers'  compensation  requirements.  With  this  change  in 
eligibility  requirements,  more  applicants  are  being  approved.  Claims  totaling  $195,945  were  approved  as  of  April  3,  1998 
plus  $75,000  in  ongoing  rehabilitation  expenses.  According  to  the  department,  expenditures  could  increase  as  claimants 
learn  funds  are  available.  However,  future  claims  will  decrease  because  the  potential  number  of  claimants  is  limited  to 
those  who  were  injured  prior  to  July  1,  1997. 

LFD  Issues  -  Revenues  for  IARA  are  from  an  assessment  of  up  to  1  percent  of  compensation  paid  during  the 
preceding  fiscal  year.  In  1998,  revenues  were  $361,429  and  expenses  totaled  $233,443,  leaving  a  fund  balance  of 
$127,986.  This  adjustment  requests  approval  for  annual  expenditures  up  to  $299,999,  which  may  cause  a  fund 
deficit  if  revenues  decline. 

DP  405  -  Montana  Health  Act  -  This  request  would  transfer  1.0  FTE  and  $98,840  general  fund  for  the  biennium  from  the 
Department  of  Environmental  Quality  to  the  ERD  Safety  Bureau.  As  a  result  of  reorganization  in  the  Department  of 
Environmental  Quality,  ERD  will  take  over  enforcement  of  the  Occupational  Health  Act.  This  adjustment  would  transfer 
staff  and  funding  to  Department  of  Labor  and  Industry. 

DP  406  -  Per  Diem  Request  -  The  division  requests  $23,000  for  the  biennium  from  Workers'  Compensation 
Administration  funds  for  Board  of  Personnel  Appeals  and  Human  Rights  Commission  per  diem  costs.  The  five-member 
Human  Rights  Commission  will  hold  six  meetings  for  an  annual  cost  of  $6,000.  The  four-member  Board  of  Personnel 
Appeals  will  meet  10  times  for  an  annual  cost  $5,500. 

DP  407  -  Contracted  Services  Programming  -  The  executive  requests  $96,000  in  fiscal  2000  to  perform  ongoing 
maintenance  and  enhancements  to  the  database  for  workers'  compensation  information.  Cost  estimates  are  960  hours  at 
$100  per  hour.  Funding  is  from  Workers'  Compensation  Administration  funds. 
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DP  409  -  ESA  Shortage-General  Fund  Supplement  -  Executive  requests  $1  million  general  fund  for  the  biennium  to 
prevent  deficit  spending  in  the  Employment  Security  Act  (ESA)  fund.  The  ESA  shortfall  is  discussed  in  the  agency 
section. 

LFD  Issue  -  Before  acting  on  this  adjustment,  the  legislature  may  want  to  consider  the  options  outlined  in  the 
agency  section. 

The  shortage  for  the  2001  biennium  has  been  allocated  to  ERD.  In  the  event  alternative  funding  is  not  approved 
for  ESA,  the  agency  requests  authority  to  redistribute  these  reductions  throughout  programs  as  necessary.  If  the 
department  is  allowed  to  reallocate  the  reduction  after  the  legislature  has  adjourned,  the  reductions  may  be  made 
in  areas  not  envisioned  or  supported  by  the  legislature.  Therefore,  the  legislature  may  want  to  identify  where 
reductions  should  be  taken. 

LFD  Issue  -  Statute  requires  that  funding  switches  be  included  in  new  proposals.  This  proposal  should,  therefore, 
be  looked  upon  as  a  new  proposal. 

DP  410  -  WC  Funding  Shortfall  -  Vacancy  Savings  -  A  portion  of  the  shortfall  in  funding  for  Workers'  Compensation 
Administrative  fund,  $1,741,367  in  vacancy  savings  for  the  biennium,  has  been  allocated  to  ERD.  This  reduction 
amounts  to  a  rate  of  over  40  percent, 
agency  section. 


See  the  LFD  Issue  regarding  the  Workers'  Compensation  Fund  shortfall  in  the 


DP  41 1  -  Combine  PBB  RL  into  Labor  Std  Bureau 
reporting  level  to  another.  There  is  no  fiscal  impact. 


This  adjustment  only  moves  the  Labor  Standards  Bureau  from  one 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

401 
402 
403 
404 

Human  Rights  Federal  Fund  Replacement 
UEF  Benefit  Fund  Shift 
UEF  Admin  Acct  Fund  Shift 
Leased  Vehicle  Request 

Total  New  Proposals 

.00 
00 
.00 
00 

00 

80,009 
0 
0 
0 

$80,009 

0 

0 

0 

33,048 

$33,048 

00 
00 
.00 
.00 

.00 

79,501 
0 
0 
0 

$79,501 

0 

0 

0 

37,413 

$37,413 

New  Proposals 

DP  401  -  Human  Rights  Federal  Fund  Replacement  -  The  executive  requests  $159,510  general  fund  to  replace  lost 
Housing  and  Urban  Development  (HUD)  equivalency  federal  funds.  In  1997,  the  legislature  transferred  the  Human 
Rights  Bureau  to  the  ERD  and  changed  Montana  Human  Rights  Act.  See  additional  information  provided  in  the  agency 
section  related  to  a  supplemental  appropriation  for  fiscal  1999  Human  Rights  Bureau  expenditures. 

LFD  Comment  -  In  1998,  the  federal  government  determined  Montana  does  not  provide  rights  and  remedies  that 
are  substantially  equivalent  to  those  provided  in  the  Fair  Housing  Act,  which  resulted  in  federal  funds  being 
eliminated.  The  department  has  indicated  it  will  not  seek  changes  in  the  law  that  might  restore  equivalency. 

This  new  proposal  would  replace  federal  funds  with  general  fund  for  the  2001  biennium  and  into  the  future. 

DP  402  -  UEF  Benefit  Fund  Shift  -  An  accounting  review  of  the  Uninsured  Employer  Fund  Benefit  account  resulted  in  a 
recommendation  to  change  this  fund  from  proprietary  to  state  special  revenue  fund  type.  This  new  proposal  requests  a 
funding  change  that  has  no  fiscal  impact. 

DP  403  -  UEF  Admin  Acct  Fund  Shift  -  An  accounting  review  of  the  Uninsured  Employer  Fund  Administrative  account 
resulted  in  a  recommendation  to  change  this  fund  from  proprietary  to  the  state  special  revenue  fund  type.  This  new 
proposal  requests  a  funding  change  and  has  no  fiscal  impact. 
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DP  404  -  Leased  Vehicle  Request  -  The  executive  requests  $70,461  for  the  biennium  to  lease  11  vehicles  from 
Department  of  Transportation  instead  of  paying  field  personnel  to  use  their  personal  vehicles.  Biennial  lease  costs  total 
$94,605  with  an  offset  in  personal  car  mileage  of  $24,144.  Funding  is  $33,239  from  Workers  Compensation 
Administration  funds  and  the  remainder  from  federal  funds. 

Language  Recommendations 

"If  the  2.60%  cap  on  workers'  compensation  assessment  is  not  removed,  the  department  can  redistribute  the  reductions." 

LFD  Issue  -  This  language  is  requested  in  the  event  the  legislature  approves  the  department's  budget  that  includes  funding 
the  shortfall  in  the  Workers'  Compensation  Administrative  fund  with  vacancy  savings.  See  the  "LFD  Issue"  in  the  agency 
section.  By  including  this  language  the  department  can  choose  where  to  take  reductions.  The  legislature  may  want  to 
direct  the  department  to  take  reductions  in  specific  programs. 

Proprietary  Rates 

Program  Description 

Subsequent  Injury  Fund  (06040/06041) 

The  Subsequent  Injury  Fund  was  established  in  1973  to  assist  persons  with  disabilities  in  becoming  employed  by  offering 
a  financial  incentive  to  employers  who  hire  them.  The  incentive  offered  to  employers  is  a  limit  of  104  weeks  of  benefits 
paid  by  their  workers'  compensation  carrier  in  the  event  of  an  on-the-job  injury  to  the  certified  employee,  which 
minimizes  employer's  workers'  compensation  expenses. 

Uninsured  Employers  Fund  (06050/06055) 

The  Department  of  Administration  has  recommended  to  the  Department  of  Labor  that  the  fund  type  for  the  Uninsured 
Employers  Fund  be  changed  from  a  proprietary  account  to  a  state  special  revenue  fund.  The  agency  has  submitted  its 
budget  and  proposed  legislation  to  accomplish  this  change. 

LFD  Comment  -  The  executive  budget  includes  three  new  proposals  to  shift  funding  from  a  proprietary  account  to  state 
special  revenue. 

Revenues  and  Expenses 

Subsequent  Injury  Fund  (06040/06041) 

Benefit  payments  have  averaged  $250,000  annually  and  are  expected  to  increase  10  percent  annually  based  on  an 

increasing  population  of  certified  workers.  Over  2,300  individuals  are  certified  under  the  program. 

The  fund  is  maintained  by  an  annual  assessment  of  all  Montana  workers'  compensation  insurers  -  self-insured  employers, 
private  insurers,  and  State  Fund.  The  assessment  is  statutorily  set  (Title  39-71-915,  MCA)  at  the  amount  expended  by  the 
fund  for  benefit  payments  plus  the  cost  of  administration  in  the  previous  calendar  year,  less  other  income.  The  assessment 
is  allocated  among  insurers  based  on  their  compensation  and  medical  payments  for  the  previous  calendar  year. 

Rate  Explanation 

Subsequent  Injury  Fund  (06040/06041) 

Beginning  July  1,  1999,  the  fund  will  be  maintained  by  an  annual  assessment  of  all  Montana  workers'  compensation 
insurers  -  self-insured  employers,  private  insurers,  and  State  Fund.  The  amount  of  the  assessment  is  statutorily  set  (Title 
39-71-915,  MCA)  at  the  amount  expended  by  the  fund  for  benefit  payments  plus  the  cost  of  administration  in  the  previous 
calendar  year,  less  other  income.  The  assessment  is  allocated  among  insurers  based  on  their  compensation  and  medical 
payments  for  the  previous  calendar  year.  The  fund  balance  will  be  maintained  at  or  close  to  zero. 

Prior  to  the  1997  legislature,  the  fund  had  an  actuarial  analysis  conducted  every  biennium  to  determine  the  amount  of 
reserves  needed  to  fund  the  claims.    The  last  analysis  was  conducted  for  the  period  ending  June  30,  1996.    The  1997 
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legislature  changed  the  funding  mechanism  to  make  the  fund  a  "pay  as  you  go"  fund  so  claims  are  no  longer  funded  by 
reserves. 

LFD  Issue  -  After  the  assessment  formula  changes  in  1999,  there  will  be  a  fund  balance  estimated  at  $1.2  million.  The 
legislature  may  want  to  consider  transferring  these  funds  to  offset  the  shortfall  in  the  Workers'  Compensation  Fund,  which 
would  not  be  a  long-term  solution  but  could  delay  the  shortfall  by  a  year. 
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Report  on  Internal  Service  &  Enterprise  Funds,  2001  Biennlum 


Accounting  Entity 
Number 

06040 
06041 


Accounting  Entity  Name 


Fund  Balance  Information 


Beginning  Retained  Earnings 

Fee  Revenue 
Investment  Earnings 
Transfers  In 

Miscellaneous,  operating 
Miscellaneous,  other 


Increases 


SUBSEQUENT  INJURY-TRUST  FUND 
SUBSEQUENT  INJURYnADMINISTRATION 


Agency  Number 

6802 


Agency  Name 
LABOR  &  INDUSTRY 


Program  Name 


FY94 
1,893,344 

320,433 

117,383 

722.235 

0 

0 


Total  Increases  1,160,051 

(Decreases) 

Personal  Services  11.988 

Operations  107,393 

Transfers  Out  0 

Miscellaneous,  operating  0 

Miscellaneous,  other  0 

Total  Decreases  119,381 

Adjustments  lo  Beginning  Retained 

Earnings  (9,233) 

Ending  Retained  Earnings  2,924,781 

Total  Contributed  Capital  0 

Total  Fund  Equity  2,924,781 
Unreserved  Fund  Balance 

60  Days  of  Expenses  (i.e.  total  of 

personnel  services,  operations,  and 

miscellaneous  operating  divided  by  6)  1 9,897 


FY95 
2.924.781 

351.290 

233,924 

0 

0 

0 

585,214 


32,033 

176,060 

0 

0 

0 

208,093 


0 
3,301,902 

0 
3,301,902 


34.682 


FY96 

3.301.902 

649,722 

314.445 

0 

0 

0 


FY97 
3.914.998 

603.148 
475,815 

0 
5,000 

0 


964,167  1,083,963 


14.431 

336,640 

0 

0 

0 

351,071 


3,914,998 

0 

3,914,998 


58,512 


12.955 

408.521 

0 

149.624 

0 

571,100 


FY98 

3.927.861 

36,599 

178,021 

0 

6,000 

0 

220,620 


17,173 

1,062.124 

0 

33,654 

0 

1,112,951 


Estimated    Estimated    Estimated 
FY99  FY00  FY01 

49.703  (928,675)       (1.908,189) 


3,927,861 

0 

3,927,861 


95.183 


49,703 

0 

49,703 


185,492 


305.244 

178.021 

0 

0 

0 

483,265 


22,745 

1,405,244 

0 

33,654 

0 

1,461,643 


342,131 

178.021 

0 

0 

0 

520,152 


23.881 

1.442,131 

0 

33.654 

0 

1,499,666 


382,650 

178,021 

0 

0 

0 

560,671 


25,075 

1.482.650 

0 

33.654 

0 

1,541,379 


(500,000)   (2,985.827) 


(928,675)   (1,908,189)   (2,888,897) 

0  0  0 

(928,675)   (1,908,189)   (2,888,897) 


249.944 


256.897 


Fee/Rate  Information  for  Legislative  Action- 


The  amount  of  the  assessment  is  statutorily  set  at  the  amount  expended  by  the  fund  for  benefit  payments  plus  the  cost  of 
administration  in  the  previous  calendar  year,  less  other  income,  the  assessment  is  allocated  among  insurers  based  on  their 

compensati 


Authority 
39-71-915,  MCA 
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Report  on  Internal  Service  &  Enterprise  Funds, 

2001  Biennium 

Accounting  Entity 
Number 

Accounling  Entity  Name            Agency  Number 

Agency  Name 

Program  Name 

06050 

UNINSURED  EMPLOYERS  FUNO 

6602 

LABOR  &  INDUSTRY 

Fund  Balance  Information 

06055 

UNINSURED  EMPLOYERS  FUND  -  ADMIN 

Estimated 

Estimated 

Estimated 

FY94 

FY95 

FY96 

FY97 

FY98 

FY99 

FY00 

FY01 

Beginning  Retained  Earnings 

1,781,812 

3.017.649 

3,501,804 

4.673.681 

5,532,197 

6,892,670 

9,203,327 

12.450,664 

Increases 

Fee  Revenue 

60 

(989.091) 

364 

149 

510 

500 

500 

500 

Investment  Earnings 

17,054 

32,813 

42,107 

64,021 

75.342 

75.342 

75,342 

75,342 

Transfers  In 

0 

0 

0 

0 

0 

Miscellaneous,  operating 

2,109,074 

4,133,131 

3,647,575 

6,001.199 

4.336,010 

5.439,371 

6.542.732 

7,646.093 

Miscellaneous,  other 

0 

0 

0 

0 

0 

Total  Increases 

2,126,188 

3,176,853 

3,690,046 

6,065,369 

4,411,862 

5,515,213 

6,618,574 

7,721,935 

(Decreases) 

Personal  Services 

318,726 

351.866 

267.479 

514,336 

539,837 

556,032 

572,713 

589,894 

Operations 

571,625 

2,327.268 

2.252.190 

4.688.666 

2,495.005 

2,645,005 

2,795.005 

2,945,005 

Transfers  Out 

0 

0 

0 

0 

0 

Miscellaneous,  operating 

0 

0 

0 

3,851 

3.519 

3,519 

3.519 

3.519 

Miscellaneous,  other 

0 

0 

0 

0 

0 

Total  Decreases 

890,351 

2,679,134 

2,519,669 

5,206,853 

3,038,361 

3,204,556 

3,371,237 

3,538,418 

Adjustments  to  Beginning  Retained 

Earnings 

0 

(13,564) 

1.500 

0 

(14,028) 

Ending  Retained  Earnings 

3,017,649 

3,501,804 

4,673,681 

5,532,197 

6,891,670 

9,203,327 

12,450.664 

16,634,180 

Total  Contributed  Capital 

0 

0 

0 

1,970 

1.000 

Total  Fund  Equity 

3,017,649 

3,501,804 

4,673,681 

5,534,167 

6,892,670 

9,203,327 

12,450,664 

16,634,180 

Unreserved  Fund  Balance 

60  Days  of  Expenses  (i.e  total  of 

personnel  services,  operations,  and 

miscellaneous  operating  divided  by  6) 

148.392 

446.522 

419.945 

867,809 

506.394 

534,093 

561,873 

589,736 

Fee/Rate  Information; 

Authority 

The  amount  of  the  assessmer 

t  is  statutorily  set  at  an  amount  equal  to  all  benefits  paid  or  to  be  paid  from  the  fund  to  an  injured 

employee  of  the  uninsured  employer.  The  department  may  require  that  the  uninsured  employer  pay  a  penalty  of  either 

up  to  dou 

plan  no.  3  or  $200,  whichever 

is  greater.  In  determining 

the  premium 

amount  for  the  calculation  of  the  penalty,  the  department 

shall  make  an  assessment  bas 

ed  on  how  much  premium  would  have  been  paid  on  the  employer's  past  3- 

year  payroll  for  periods 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

2.50 

.50 

.00 

3.00 

.50 

.00 

3.00 

3.00 

Personal  Services 
Operating  Expenses 
Grants 

108,442 

131,234 

1,319,319 

(12,968) 

2,392 

160,360 

0 

0 

261,245 

95,474 

133,626 

1,740,924 

(13,670) 

2,443 

200,331 

0 

0 

261,245 

94,772 

133,677 

1,780,895 

190,246 

267,303 

3,521,819 

Total  Costs 

$1,558,995 

$149,784 

$261,245 

$1,970,024 

$189,104 

$261,245 

$2,009,344 

$3,979,368 

General  Fund 
State/Other  Special 
Federal  Special 

16,454 

43,741 

1,498,800 

27,441 
(38,741) 
161,084 

0 

0 

261,245 

43,895 

5,000 

1,921,129 

27,440 
(38,741) 
200,405 

0 

0 

261,245 

43,894 

5,000 

1,960,450 

87,789 

10,000 

3,881,579 

Total  Funds 

$1,558,995 

$149,784 

$261,245 

$1,970,024 

$189,104 

$261,245 

$2,009,344 

$3,979,368 

Program  Description 

Montana  Community  Services  provides  administration  of  federal  Corporation  for  National  Service  programs  (AmeriCorps 
and  Campus  Corps)  and  community  service  and  volunteer  efforts  statewide,  including  the  Volunteer  Montana  program. 

Program  Reorganization 

Effective  July  1997,  Montana  Community  Services  was  moved  to  a  separate  division.  Previously,  this  function  was  part 
of  the  Job  Service  Division. 

Funding 

Federal  funds  provide  97.5  percent  of  the  funding  for  Montana  Community  Service  programs  and  the  remainder  from 
general  fund  and  state  special  revenues.  The  2001  biennium  budget  requests  transferring  funding  from  the  Employment 
Security  Act  fund  to  general  fund.  See  present  law  adjustment  702. 


Present  Law  Adjustments 


Present  Law  Description 


Fiscal  2000 
FTE 


Fiscal  2000 

General 

Fund 


Fiscal  2000 
Total 
Funds 


Fiscal  2001 
FTE 


Fiscal  2001 

General 

Fund 


Fiscal  2001 
Total 
Funds 


Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Adjustments 

Present  Law  Adjustments 

701  MCS  Additional  .50  FTE 

702  MCS  Additional  GF  Expenditures 

703  MCS  Continuing  Grant  Additional  Funding 

704  Decrease  Personal  Services  Funding 

Total  PL  Adjustments 
Present  Law  Adjustments  Total 


.50 
.00 
.00 
.00 

.50 


0 
25,000 

0 
(6,000) 

$19,000 


(20,652) 

541 

1,851 

($18,260) 


13,684 

25,000 

135,360 

(6,000) 

$168,044 

$149,784 


.50 
.00 
00 
.00 

.50 


0 
25,000 

0 
(6,000) 

$19,000 


(21,249) 

479 

1,964 

($18,806) 


13,579 

25,000 

175,331 

(6,000) 

$207,910 

$189,104 


Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  Personal  services  includes  a  vacancy  savings  reduction  of  2.7  percent,  totaling  $2,838  in  fiscal 
2000  and  $2,816  in  fiscal  2001. 
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DP  701  -  MCS  Additional  .50  FTE  -  The  executive  requests  $27,263  federal  funds  for  the  biennium.  This  two-part 
request  first  requests  increasing  .5  FTE  to  1.0  FTE.  The  position  was  appropriated  for  half  time  but  the  employee  worked 
full-time.  This  position  works  primarily  with  AmeriCorps,  Campus  Corps,  and  Volunteer  Montana  programs. 

The  second  part  of  the  request  is  to  increase  the  director's  salary  10  percent  or  $5,200  annually  plus  benefits.  Salary 
increases  for  this  exempt  position  are  determined  by  the  Governor's  Council. 

DP  702  -  MCS  Additional  GF  Expenditures  -  The  executive  requests  $50,000  general  fund  over  the  biennium  to  replace 
state  special  revenue  from  the  Employment  Security  Account.  This  funding  will  be  used  as  a  50  percent  match  on  the 
administrative  portion  of  federal  grants. 

LFD  Issue  -  Since  statute  requires  that  funding  switches  be  included  in  a  new  proposal,  this  proposal  was 
inappropriately  categorized  as  a  present  law  adjustment,  and  should  be  examined  as  if  it  were  a  new  proposal. 

DP  703  -  MCS  Continuing  Grant  Addtnl  Funding  -  The  division  requests  increased  federal  spending  authority  of 
$3 10,691  for  the  biennium  for  the  ongoing  Campus  Corps,  Conservation  Corps,  and  Volunteer  Montana. 

DP  704  -  Decrease  Personal  Services  Funding  -  The  division  requests  decreasing  personal  services  $12,000  general  fund 
for  the  biennium  because  the  costs  would  be  paid  by  the  Montana  Consensus  Council  for  their  portion  of  a  shared 
position. 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 
General 

Fund 

Fiscal  2001 
Total 
Funds 

701 

MCS  New  Federal  Grant  Source 
Total  New  Proposals 

.00 
.00 

0 
$0 

261,245 
$261,245 

.00 
.00 

0 
$0 

261,245 
$261,245 

New  Proposals 

DP  701  -  MCS  New  Federal  Grant  Source  -  Montana  Community  Services  received  a  federal  grant  for  AmeriCorps 
America  Reads  through  Campus  Compact  administered  through  University  of  Montana.  Federal  spending  authority  is 
requested  for  $261,245  each  year  of  the  biennium. 


LABOR  &  INDUSTRY  D-123  MT  COMMUNITY  SERVICES 


LABOR  &  INDUSTRY 


9- WORKERS  COMPENSATION  COURT 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 

Fiscal  2000 

Exec.  Budget 

Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec  Budget 
Fiscal  00-01 

FTE 

6.00 

.00 

.00 

6.00 

.00 

00 

6.00 

600 

Personal  Services 
Operating  Expenses 
Equipment 

277,242 

99,576 

0 

(131,589) 

18,336 

0 

0 
0 
0 

145,653 

117,912 

0 

(118,855) 

19,051 

0 

0 
0 
0 

158,387 

118,627 

0 

304,040 

236,539 

0 

Total  Costs 

$376,818 

($113,253) 

$0 

$263,565 

($99,804) 

$0 

$277,014 

$540,579 

State/Other  Special 

376,818 

(113,253) 

0 

263,565 

(99,804) 

0 

277,014 

540,579 

Total  Funds 

$376,818 

($113,253) 

$0 

$263,565 

($99,804) 

$0 

$277,014 

$540,579 

Program  Description 

The  Workers'  Compensation  Court  provides  a  forum  for  Montana  employees  and  the  insurance  industry  to  resolve 
disputes  arising  from  work-related  injuries  and  occupational  disease.  The  court  is  attached  to  the  department  for 
administrative  purposes. 

Funding 

This  program  is  funded  entirely  with  state  special  revenue  (Workers'  Compensation  Administrative  Fund)  from 
assessments  on  employers,  insurers  and  the  state  fund.  This  fund  was  established  to  pay  for  workers'  compensation 
regulation. 

LFD  Issue  -  The  Workers'  Compensation  Administrative  fund  is  projected  to  go  negative  in  the  2001  biennium.  The 
executive  has  proposed  to  apply  vacancy  savings  to  restore  revenues  and  expenditures  balance.  Please  see  the  issue  in  the 
agency  section,  and  DP  902  below. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

4,617 

651 

3,634 

2,815 

589 

3,646 

Total  Statewide  Adjustments 

$8,902 

$7,050 

Present  Law  Adjustments 

901 
902 

WCC  Increased  Caseload  PL  Adusjment 
WC  Funding  Shortfall  -  Vacancy  Svgs 

00 
.00 

0 
0 

14,051 
(136,206) 

.00 
.00 

0 
0 

14,816 
(121,670) 

Total  PL  Adjustments 

.00 

$0 

($122,155) 

.00 

$0 

($106,854) 

Present  Law  Adjustments  Total 

($113,253) 

($99,804) 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  Personal  services  includes  a  vacancy  savings  reduction  of  2.7  percent,  totaling  $5,350  in  fiscal 
2000  and  $5,309  in  fiscal  2001. 
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DP  901  -  WCC  Increased  Caseload  PL  Adjustment  -  In  fiscal  year  1998,  the  Workers'  Compensation  Court  experienced  to 
a  56  percent  increase  in  the  number  of  trials  (hearings/oral  arguments,  and  conferences)  and  a  19  percent  increase  in  the 
number  of  petitions.  Increased  caseloads  have  a  corresponding  effect  on  the  communications,  travel,  and  contractual 
services  budget.  Estimated  additional  expenditures  are  $14,051  annually  plus  $765  for  travel  to  the  National  Judicial 
College  which  is  required  at  least  once  every  two  years. 

DP  902  -  WC  Funding  Shortfall  -  Vacancy  Savings  -  Workers'  Compensation  Court  division's  allocated  share  of  the 
vacancy  savings  to  offset  the  shortfall  in  funding  for  Workers'  Compensation  Administrative  fund  is  $257,876  in 
personnel  services  for  the  biennium. 

LFD  Issue  -  Refer  to  the  "LFD  Issue"  in  the  agency  summary.  This  reduction  equates  to  a  vacancy  savings  rate  of 
almost  50  percent.  The  fiscal  impact  of  the  legislature  approving  the  vacancy  savings  allocated  to  Workers' 
Compensation  Court  would  eliminate  all  FTE  except  the  judge  and  $53,571  for  other  FTE. 

The  court  was  established  to  hear  workers'  compensation  cases.  If  this  court  did  not  perform  this  function,  it 
would  be  undertaken  by  the  district  court.  However,  the  workers'  compensation  judge  is  a  statutory  position  and 
would  still  require  funding  until  the  statute  was  changed. 

Language  Recommendations 

"If  the  2.60  percent  cap  on  workers'  compensation  assessment  is  not  removed,  the  department  can  redistribute  the 
reductions." 

LFD  Issue  -  This  language  is  requested  in  the  event  the  legislature  approves  the  department's  budget  that  includes 
funding  the  shortfall  in  the  Workers'  Compensation  Administrative  fund  with  vacancy  savings.  See  the  "LFD 
Issue"  in  the  agency  section.  By  including  this  language  the  department  can  choose  where  to  take  reductions.  The 
legislature  may  want  to  direct  the  department  to  take  reductions  in  specific  programs. 


LABOR  &  INDUSTRY  D-125  WORKERS  COMPENSATION  COURT 


DEPT  OF  MILITARY  AFFAIRS 


SUMMARY 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 

Fiscal  2000 

Proposals 

Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec  Budget 
Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

105.70 

(.50) 

.00 

105.20 

(.50) 

.00 

105.20 

105.20 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

Debt  Service 

3,486,639 

3,910,886 

36,137 

481,844 

2,280 

7,092 

429,368 

958,747 

(1,137) 

0 

0 

0 

0 
174,280 

0 
100,000 

0 

0 

3,916,007 

5,043,913 

35,000 

581,844 

2,280 

7,092 

415,081 

916,642 

(21,137) 

0 

0 

(7,092) 

0 
224,560 

0 
150,000 

0 

0 

3,901,720 

5,052,088 

15,000 

631,844 

2,280 

0 

7,817,727 

10,096,001 

50,000 

1,213,688 

4,560 

7,092 

Total  Costs 

$7,924,878 

$1,386,978 

$274,280 

$9,586,136 

$1,303,494 

$374,560 

$9,602,932 

$19,189,068 

General  Fund 
State/Other  Special 
Federal  Special 

2,280,102 

98,655 

5,546,121 

442,129 

71,910 

872,939 

206,300 
21,000 
46,980 

2,928,531 
191,565 

6,466,040 

418,906 

71,275 

813,313 

254,748 

21,000 
98,812 

2,953,756 

190,930 

6,458,246 

5,882,287 

382,495 

12,924,286 

Total  Funds 

$7,924,878 

$1,386,978 

$274,280 

$9,586,136 

$1,303,494 

$374,560 

$9,602,932 

$19,189,068 

Agency  Description 

The  Department  of  Military  Affairs,  administered  by  the  Adjutant  General,  oversees  activities  of  the  Air  and  Army 
National  Guard,  and  Disaster  and  Emergency  Services.  The  Montana  Board  of  Veterans  Affairs  is  administratively 
attached  to  the  department.  The  department  manages  a  joint  federal-state  program  to  maintain  trained  and  equipped 
military  organizations  in  readiness  in  the  event  of  a  state  or  national  emergency.  The  department  plans  for  and 
coordinates  state  responses  in  disaster  and  emergency  situations.  The  Board  of  Veterans  Affairs  manages  and  cooperates 
with  state  and  federal  agencies  in  providing  statewide  services  for  discharged  veterans  and  their  families,  and  is 
responsible  for  the  state's  two  veterans  cemeteries. 


Biennium  Budget  Comparison 


Budget  Item 


FTE 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

Debt  Service 

Total  Costs 

General  Fund 
State/Other  Special 
Federal  Special 

Total  Funds 


Present 
Law 

Fiscal  2000 


New 
Proposals 
Fiscal  2000 


Total 
Exec  Budget 
Fiscal  2000 


Present 

Law 

Fiscal  2001 


105.20 

3,916,007 

4,869,633 

35,000 

481,844 

2,280 

7,092 

$9,311,856 

2,722,231 

170,565 

6,419,060 

$9,311,856 


.00 

0 
174,280 

0 
100,000 

0 

0 


206,300 
21,000 
46,980 


105.20 

3,916,007 

5,043,913 

35,000 

581,844 

2,280 

7,092 


2,928,531 

191,565 

6,466,040 


105.20 

3,901,720 

4,827,528 

15,000 

481,844 

2,280 

0 


$274,280  $9,586,136  $9,228,372 


2,699,008 

169,930 

6,359,434 


New 
Proposals 
Fiscal  2001 


Total 
Exec  Budget 
Fiscal  2001 


Total 

Biennium 

Fiscal  98-99 


Total 
Exec.  Budget 
Fiscal  00-01 


00 

0 
224,560 

0 
150,000 

0 

0 


254,748 
21,000 
98,812 


105.20 

3,901,720 

5,052,088 

15,000 

631,844 

2,280 

0 


2,953,756 

190,930 

6,458,246 


.00 

7,214,703 

7,954,999 

36,137 

1,124,618 

4,560 

7,092 


$374,560  $9,602,932        $16,342,109 


4,657,295 

287,897 

11,396,917 


$274,280  $9,586,136  $9,228,372 


$374,560  $9,602,932        $16,342,109 


105.20 

7,817,727 

10,096,001 

50,000 

1,213,688 

4,560 

7,092 

$19,189,068 

5,882,287 

382,495 

12,924,286 

$19,189,068 


New  Proposals 

The  table  on  the  next  page  below  summarizes  all  new  proposals  requested  by  the  executive.    Descriptions  and  LFD 

discussion  of  each  new  proposal  are  included  in  the  individual  program  narratives. 
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New  Proposals 
Description 

Program 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Montana  Guard  Scholarship  Program 
Army  Guard  -  2000/1  Buildings-Utilities 
Janitorial  Services  -  New  Locations 
Vehicles  for  New  District  Reps 
World  War  II  Appropriation-OTO 

Total  New  Proposals 

01 
12 
12 
21 
31 

.00 
.00 

.00 
.00 
.00 

.00 

100,000 

21,000 

13,860 

5,440 

66,000 

$206,300 

100,000 
77,600 
19,800 
10,880 
66,000 

$274,280 

00 
.00 
.00 
.00 
.00 

.00 

1 50,000 

82,650 

16,978 

5,120 

0 

$254,748 

1 50,000 

174,450 

39,870 

10,240 

0 

$374,560 
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Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

6.60 

.00 

.00 

6.60 

.00 

.00 

6.60 

6.60 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

288,659 

54,410 

0 

0 

2,280 

21,081 

958 

0 

0 

0 

0 
0 
0 
100,000 
0 

309,740 

55,368 

0 

100,000 

2,280 

19,777 

(220) 

0 

0 

0 

0 
0 
0 
150,000 
0 

308,436 

54,190 

0 

150,000 

2,280 

618,176 

109,558 

0 

250,000 

4,560 

Total  Costs 

$345,349 

$22,039 

$100,000 

$467,388 

$19,557 

$150,000 

$514,906 

$982,294 

General  Fund 
State/Other  Special 
Federal  Special 

312,956 

0 

32,393 

20,796 

0 

1,243 

100,000 
0 
0 

433,752 

0 

33,636 

18,545 

0 

1,012 

1 50,000 
0 
0 

481,501 

0 

33,405 

915,253 

0 

67,041 

Total  Funds 

$345,349 

$22,039 

$100,000 

$467,388 

$19,557 

$150,000 

$514,906 

$982,294 

Program  Description 

The  Operations  Support  Program  provides  departmental  administration  through  the  Office  of  the  Adjutant  General  and 
department-wide  support  for  accounting,  fiscal  management,  personnel,  labor  relations,  and  purchasing  and  property 
management  oversight.  The  program  operates  in  accordance  with  Title  2,  Chapter  15,  part  12  and  Title  10,  MCA. 

Funding 

The  program  is  primarily  funded  with  general  fund.  The  federal/state  agreement  between  Military  Affairs  and  the 
associated  federal  agencies  have  identified  certain  personal  service  costs  of  positions  that  provide  support  to  federally 
funded  activities  as  applicable  for  federal  funding.  During  the  base  year,  federal  funds  accounted  for  approximately  10 
percent  of  the  funding  for  the  Operations  Support  Program. 


Present  Law  Adjustments 
Present  Law  Description 


Fiscal  2000 
FTE 


Fiscal  2000 

General 

Fund 


Fiscal  2000 
Total 
Funds 


Fiscal  2001 
FTE 


Fiscal  2001 

General 

Fund 


Fiscal  2001 
Total 
Funds 


Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Adjustments 
Present  Law  Adjustments 
Local  Area  Network  Administration 

Total  PL  Adjustments 

Present  Law  Adjustments  Total 


.00 
.00 


766 

$766 


21,081 

(1,307) 

1,499 

$21,273 


766 

$766 

$22,039 


.00 
.00 


1,020 
$1,020 


19,777 

(1,296) 

56 

$18,537 


1,020 

$1,020 

$19,557 


Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  The  statewide  adjustment  includes  a  vacancy  savings  rate  of  2.79  percent  totaling  $8,878  in  fiscal 
2000  and  $8,838  in  fiscal  2001. 

DP  1  -  Local  Area  Network  Administration  -  The  department  contracts  with  the  Information  Services  Division  of  the 
Department  of  Administration  to  administer  the  department  local  area  network  (LAN).   The  hourly  cost  for  this  service 
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will  increase  by  $9.00  in  fiscal  2000  and  $12.00  in  fiscal  2001.  The  costs  for  this  service  (170  hours)  are  split  equally 
between  the  Operations  Support  Program  and  Disaster  and  Emergency  Services  Program.  The  impacts  on  the  Operations 
Support  Program  will  be  increases  of  general  fund  expenditures  of  $766  in  fiscal  2000  and  $1020  in  fiscal  2001 . 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 

Total 

Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 

Total 

Funds 

2 

Montana  Guard  Scholarship  Program 
Total  New  Proposals 

.00 
.00 

100,000 
$100,000 

100,000 
$100,000 

.00 
.00 

150,000 
$150,000 

150,000 
$150,000 

New  Proposals 

DP  2  -  Montana  Guard  Scholarship  Program  -  The  executive  added  $100,000  in  fiscal  2000  and  $150,000  in  fiscal  2001  to 
provide  scholarships  to  enlisted  personnel  enrolled  as  full-time  undergraduate  students  in  colleges,  universities,  or  training 
programs.  The  fiscal  2000  request  will  provide  enough  scholarships  of  $500  per  semester  for  100  students  to  attend  2 
semesters.  The  fiscal  2001  request  will  provide  the  scholarships  for  150  students  to  attend  2  semesters.  Approximately 
425  Montana  National  Guard  personnel  enroll  in  full-time  undergraduate  educational  programs  each  year.  This  request  is 
funded  entirely  from  the  general  fund. 

LFD  Comment  -  During  the  1997  legislative  session,  a  Montana  National  Guard  Education  Benefit  Program  was 
established.  The  Board  of  Regents  of  Higher  Education  is  now  authorized,  if  funds  are  available,  to  grant  tuition 
waivers  for  Montana  National  Guard  personnel  participating  in  the  Montana  National  Guard  Education  Benefit 
Program.  The  regents  can  grant  tuition  waivers  of  up  to  5,000  credits  each  academic  year  to  guard  personnel,  as 
funds  are  available.  No  funds  were  appropriated  to  implement  the  waiver.  No  fee  waivers  have  been  granted.  A 
bill  has  been  pre-introduced  at  the  request  of  the  Joint  Committee  on  Post  Secondary  Education  Policy  and 
Budget,  to  eliminate  this  waiver. 

LFD  Issue  -  When  this  program  was  proposed  during  the  1997  legislative  session,  it  was  indicated  in  the  bill  and 
accompanying  testimony  that  one  of  its  benefits  would  be  to  provide  a  recruiting  tool  for  the  Montana  National 
Guard.  The  legislature  may  wish  to  consider  the  policy  issue  of  whether  the  state  should  provide  this  direct  cash 
payment  educational  benefit  exclusively  for  Montana  National  Guard  personnel.  Factors  about  this  proposed 
program  that  the  legislature  may  wish  to  consider  are: 

1)  this  program  would  provide  a  direct  cash  payment  to  National  Guard  personnel  for  educational  purposes,  which 
could  be  used  at  the  discretion  of  the  recipient; 

2)  unlike  the  state-funded  tuition  waivers  for  military  personnel  in  the  Montana  University  System,  the  benefit 
would  not  be  limited  to  use  only  at  Montana  university  programs  under  the  purview  of  the  Board  of  Regents  of 
Higher  Education;  and 

3)  no  other  group  receives  a  blanket  amount  of  money  from  the  state  for  being  enrolled  as  full-time  undergraduate 
students  in  colleges,  universities,  or  training  programs. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

26.30 

.00 

.00 

26.30 

00 

.00 

26.30 

26.30 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

775,981 

2,815,821 

14,989 

7,092 

168,027 

809,890 

20,01 1 

0 

0 

97,400 

0 

0 

944,008 

3,723,111 

35,000 

7,092 

162,226 

789,581 

11 

(7,092) 

0 

214,320 

0 

0 

938,207 

3,819,722 

15,000 

0 

1,882,215 

7,542,833 

50,000 

7,092 

Total  Costs 

$3,613,883 

$997,928 

$97,400 

$4,709,211 

$944,726 

$214,320 

$4,772,929 

$9,482,140 

General  Fund 
State/Other  Special 
Federal  Special 

913,252 

16 

2,700,615 

349,231 

3,984 

644,713 

34,860 
21,000 
41,540 

1,297,343 

25,000 

3,386,868 

339,140 

3,984 

601,602 

99,628 
21,000 
93,692 

1,352,020 

25,000 

3,395,909 

2,649,363 

50,000 

6,782,777 

Total  Funds 

$3,613,883 

$997,928 

$97,400 

$4,709,211 

$944,726 

$214,320 

$4,772,929 

$9,482,140 

Program  Description 

The  Army  National  Guard  provides  a  trained  and  equipped  military  organization  for  use  in  the  event  of  a  state  or  national 
emergency.  This  program  supports  the  organization  by:  1)  providing  professional  and  skilled  personnel  for  the 
administration,  planning,  and  execution  of  statewide  repair  and  maintenance  functions  on  facilities  and  training  areas;  2) 
planning,  programming  and  contracting  for  construction;  3)  ensuring  all  activities  and  facilities  comply  with 
environmental  regulations;  and  4)  provide  state-wide  communication  services,  security  contracts,  and  leases  for  buildings 
and  land  used  by  the  Army  National  Guard. 

Funding 

The  Army  National  Guard  program  is  primarily  funded  with  a  combination  of  general  fund  and  federal  funds.  Funding 
depends  on  how  a  facility  is  used  and  can  be  either  funded:  1)  entirely  with  state  funds;  2)  entirely  with  federal  funds;  or 
3)  as  a  shared  responsibility,  with  federal  funds  at  75  percent  and  general  fund  at  25  percent  (service  contract  buildings). 
When  a  facility  is  owned  by  the  state  and  located  on  state  land,  the  funding  is  100  percent  general  fund.  When  a  facility  is 
state  owned  but  located  on  federal  land,  the  maintenance  costs  are  funded  75/25  but  utility  costs  are  funded  100  percent  by 
general  fund.  When  a  facility  is  classified  as  a  logistics  facility,  the  funding  is  75  percent  federal  and  25  percent  general 
fund  for  the  entire  facility.  Federally  owned  facilities  located  on  federal  lands  and  those  that  serve  a  training  mission  are 
generally  funded  100  percent  with  federal  funds,  except  when  the  building  is  used  as  an  armory.  Armories  constructed 
with  federal  funds  and  located  on  federal  land  are  funded  100  percent  general  fund  for  utilities  and  75  percent  federal  and 
25  percent  general  fund  for  maintenance  costs.  When  armories  are  rented  to  groups,  the  state  special  revenue  funds 
generated  from  rental  fees  are  used  to  augment  general  fund  support  of  the  facilities.  The  Montana  Tradepost  Authority  in 
Billings  will  provide  state  special  revenue  in  the  amount  of  $21,000  per  year  to  support  utility  costs  of  the  new  Billings 
Armory  during  the  first  four  years  of  operation. 
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Present  Law  Adjustments 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Present  Law  Description 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

Statewide  Present  Law 

Personal  Services 

168,027 

162,226 

Inflation/Deflation 

18,886 

18,715 

Fixed  Costs 

20,781 

5,125 

Total  Statewide  Adjustments 

$207,694 

$186,066 

Present  Law  Adjustments 

1201 

Additional  Utilities  Existing  Location 

00 

15,250 

109,000 

.00 

15,250 

109,000 

1202 

Deferred  Maintenance  Armories 

.00 

162,000 

166,000 

.00 

162,000 

166,000 

1203 

Deferred  Maintenance  Service  Contra 

.00 

19,750 

79,000 

.00 

19,750 

79,000 

1204 

Armory  Programmed  Paint  Projects 

00 

137,627 

137,627 

.00 

137,627 

137,627 

1210 

Maintenance  Equipment 

.00 

5,075 

49,600 

.00 

7,525 

24,400 

1213 

Communications  Data  Circuits 

.00 

0 

230,000 

.00 

0 

230,000 

1214 

Security  Increase  Army  Guard 

.00 

0 

20,200 

.00 

0 

20,918 

1216 

Federal  Equipment  Deletion 

.00 

0 

(14,989) 

.00 

0 

(14,989) 

1217 

Lease  -  Recruiting  &  Retention 

.00 

0 

13,796 

.00 

0 

13,796 

1218 

Debt  Service  Reduction  in  FY  2001 

.00 

0 

0 

.00 

(7,092) 

(7,092) 

Total  PL  Adjustments 

.00 

$339,702 

$790,234 

.00 

$335,060 

$758,660 

Present  Law  Adjustments  Total 

$997,928 

$944,726 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  The  statewide  adjustment  includes  a  vacancy  savings  rate  of  2.74  percent  totaling  $26,590  in  fiscal 
2000  and  $26,411  in  fiscal  2001. 

DP  1201  -  Additional  Utilities  Existing  Location  -  This  adjustment  proposes  to  annualize  utility  expenditures  for  two  new 
facilities  that  began  operating  partially  through  the  base  year.  The  Army  Aviation  Support  Facility  (AASF)  at  the  Helena 
airport  and  the  Training  Site  Support  Facility  (TSSF)  at  Fort  Harrison  were  originally  scheduled  to  be  completed  in 
October  1997,  but  began  operating  during  the  spring  of  1998.  Since  the  base  year  expenditures  reflect  only  a  portion  of 
the  utility  costs  for  a  full  year  of  operations,  the  department  requests  $109,000  additional  authority  for  each  fiscal  year  to 
annualize  these  expenditures  to  their  full-year  equivalents.  The  AASF  is  categorized  as  a  logistics  facility  by  the  National 
Guard  and  is  supported  75  percent  federal  funds  and  25  percent  general  fund.  The  TSSF  is  categorized  as  a  training  site 
building  and  is  located  on  federal  land,  so  it  is  funded  100  percent  with  federal  funds. 

DP  1202  -  Deferred  Maintenance  Armories  -  Through  repair  requests  identified  by  building  occupants,  the  department  has 
identified  $750,000  in  deferred  maintenance  deficiencies  at  state  armories.  This  adjustment  would  address  $166,000  or  22 
percent  of  these  maintenance  deficiencies  in  each  year  of  the  biennium.  The  deficiencies  being  addressed  are  associated 
with  roof  repairs,  repair  or  replacement  of  heating  units,  security  issues,  and  entry  doors.  This  adjustment  is  funded  with 
$162,000  general  fund  and  $4,000  state  special  revenue,  as  available,  in  each  fiscal  year  of  the  biennium. 

LFD  Issue  -  The  1997  legislature  authorized  one-time  appropriations  of  state  special  revenue  funds  totaling 
$74,486  over  the  1999  biennium  to  offset  armory  maintenance  costs.  The  revenue  was  to  be  generated  from 
renting  armory  space  to  various  groups  for  meetings.  In  fiscal  1998  only  $4,540  revenues  were  received  to  address 
the  maintenance  backlog.  The  unreserved  fund  balance  at  the  end  of  fiscal  1998  for  this  state  special  revenue  fund 
was  $2,711. 
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DP  1203  -  Deferred  Maintenance  Service  Contracts  -  Through  repair  requests  identified  by  building  occupants,  the 
department  has  identified  $430,000  of  maintenance  requests  at  service  contract  buildings  that  they  classify  as  high 
priority.  The  deficiencies  being  addressed  are  associated  with  roof  repairs,  repair  or  replacement  of  heating  units,  and 
security  issues.  This  adjustment  addresses  18  percent  of  these  requests  each  year  of  the  biennium.  Since  the  facilities  are 
service  contract  buildings,  the  projects  are  funded  with  75  percent  federal  funds  and  25  percent  general  fund. 

DP  1204  -  Armory  Programmed  Paint  Projects  -  This  adjustment  would  add  $54,000  per  year  for  armory  exterior  painting 
and  $63,627  per  year  for  armory  interior  painting  projects.  In  doing  so,  the  department  proposes  an  exterior  painting 
program  with  a  9-year  cycle  and  an  interior  painting  program  with  a  12-year  cycle  for  the  state  armories. 

LFD  Issue  -  The  1997  legislature  authorized  one-time  appropriations  totaling  $75,250  for  the  1999  biennium  to 
undertake  exterior  painting  projects  at  armories  across  the  state.  The  amount  approved  by  the  1997  legislature 
was  half  of  the  executive's  request  to  establish  an  8-year  cycle  for  exterior  painting  of  state  armories. 

DP  1210  -  Maintenance  Equipment  -  This  adjustment  would  replace  existing  equipment  and  provide  new  equipment  for 
use  in  providing  facility  maintenance  support.  Floor  buffers,  vacuum  cleaners,  snow  blowers,  a  riding  lawnmower,  and 
various  carpenter  shop  equipment  will  be  replaced.  Each  year  $5,000  is  included  to  replace  two  pickup  trucks  with  newer 
surplus  government  vehicles.  The  vehicles  being  replaced  were  originally  obtained  as  used  government  surplus  vehicles. 
In  addition  to  the  replacement  equipment,  the  fiscal  2000  request  includes  $35,000  and  the  fiscal  2001  request  includes 
$15,000  for  the  purchase  of  new  equipment.  New  equipment  purchases  are  of  a  skid  steer  loader  in  fiscal  2000  and  a 
man-lift  in  fiscal  2001.  The  loader  is  100  percent  federally  funded  and  will  be  used  to  rebuild  berms  and  to  provide 
parking  and  road  maintenance  at  guard  ranges.  The  electric  man-lift  is  for  use  at  contract  service  buildings  and  is  funded 
with  75  percent  federal  funds  and  25  percent  general  fund. 

DP  1213  -  Communications  Data  Circuits  -  The  Federal/State  Agreement  for  Telecommunications  provides  the  Army 
National  Guard  with  over  700  telephones  and  support  costs.  This  adjustment  provides  support  for  increased  data  circuits 
that  will  provide  dedicated  network  capabilities  to  the  26  National  Guard  sites  located  in  communities  outside  of  Helena. 
The  network  will  carry  data,  video  conferencing,  electronic  mail,  Internet  access,  and  distance  learning  traffic.  This 
request  is  funded  entirely  with  federal  funds. 

DP  1214  -  Security  Increase  Army  Guard  -  The  Army  National  Guard  contracts  for  security  services  at  Fort  Missoula, 
Fort  Harrison,  Limestone  Training  Area,  and  the  headquarters  armory  in  Helena.  The  need  to  respond  to  changing 
security  threats  will  result  in  increased  contract  costs.  This  adjustment  is  100  percent  federally  funded. 

DP  1216  -  Federal  Equipment  Deletion  -  The  purchase  of  specialized  duplicating  equipment  in  the  base  year  with  100 
percent  federal  funds  was  a  one-time  purchase  that  is  not  anticipated  to  occur  in  the  2001  biennium. 

DP  1217  -  Lease  -  Recruiting  &  Retention  -  The  1997  legislature  added  federal  funding  authority  for  the  lease  and 
operation  of  storefront  recruiting  offices  in  Great  Falls  and  Bozeman.  This  adjustment  is  for  a  storefront  recruiting  office 
in  Helena  and  is  100  percent  federally  funded. 


DP  1218  -  Debt  Service  Reduction  in  FY  2001 


The  final  payment  will  be  made  in  fiscal  2000.  The  debt 

service  is  not  needed  in  fiscal  2001 . 

New  Proposals 

Fiscal  2000 
Description                                                                       FTE 

Fiscal  2000           Fiscal  2000 

General                 Total                    Fiscal  2001 

Fund                     Funds                   FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 

Total 

Funds 

1201  Army  Guard  -  2000/1  Buildings-Utilities                                .00 

1202  Janitorial  Services  -  New  Locations                                     .00 

Total  New  Proposals                                                              .00 

21,000                   77,600                   .00 
13,860                    19,800                   .00 

$34,860                 $97,400                   .00 

82,650 
16,978 

$99,628 

174,450 
39,870 

$214,320 
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New  Proposals 

DP  1201  -  Army  Guard  -  2000/1  Buildings-Utilities  -  Nine  new  facilities  are  scheduled  to  come  on  line  during  the  current 
and  next  biennium  and  increase  utility  costs.  The  new  facilities  are  the  Regional  Training  Center,  the  Combat  Pistol 
Qualification  Course,  the  Bachelor/Officer  Quarters  (Fort  Harrison),  the  Training  Site  Warehouse,  the  Battalion 
Maintenance  Shelter,  the  Advanced  Technology  (Simulations)  Center,  the  Qualifications  Training  Range,  the  Armed 
Forces  Reserve  Center  (Billings),  and  the  Armed  Forces  Reserve  Center  (Fort  Harrison)  will  add  377,900  square  feet  of 
floor  space  during  the  biennium.  Fiscal  2000  funding  is  $21,000  each  of  general  fund  and  state  special  revenue,  and 
$35,600  federal  funding.  Fiscal  2001  funding  is  $82,650  general  fund,  $21,000  state  special  revenue,  and  $70,800  federal 
funding.  The  state  special  revenue  is  provided  by  the  Montana  Tradepost  Authority  in  Billings  and  was  pledged  to 
support  utility  costs  for  the  new  Billings  Armory  (Armed  Forces  Reserve  Center). 

LFD  Issue  -  The  Billings  Armed  Forces  Reserve  Center  was  approved  in  HB  5  during  the  1997  legislative  session. 
The  Regional  Training  Center,  Bachelor/Officer  Quarters,  and  the  Advanced  Technology  Center  were  approved 
for  design  and  construction  under  the  authority  of  18-2-102  (d),  MCA.  The  Helena  Armed  Forces  Reserve  Center 
was  approved  for  design  under  the  authority  of  18-2-102  (d),  MCA.  AH  other  facilities  listed  in  the  request  are 
awaiting  final  federal  approval,  which  is  anticipated  in  the  next  year.  Besides  the  Billings  Armed  Forces  Reserve 
Center,  all  other  facilities  are  being  constructed  on  federal  land  by  federal  funds.  Therefore,  the  legislature  has 
never  formally  reviewed  or  approved  these  projects.  Because  the  Helena  Armed  Forces  Reserve  Center  would 
function  as  an  armory,  the  utility  costs  are  funded  100  percent  general  fund  and  maintenance  costs  are  funded  75 
percent  federal  and  25  percent  general  fund.  Section  8-2-102,  MCA,  authorizes  the  Department  of  Military 
Affairs,  with  the  consent  of  the  Governor,  to  authorize  construction  of  buildings  financed  wholly  with  federal  or 
private  money  on  federal  land  for  the  use  or  benefit  of  the  state.  The  statute  also  states  that  by  approving  repair 
and  maintenance  costs  as  part  of  an  agency's  operating  budget,  the  legislature  is  providing  consent  for  constructing 
the  building. 

The  department  in  regard  to  the  Helena  Armed  Forces  Reserve  Center  has  followed  Montana  law.  However,  it 
should  be  pointed  out  that  the  construction  of  the  Helena  Armed  Forces  Reserve  Center  and  its  subsequent  use  by 
the  state  would  result  in  an  ongoing  obligation  of  state  funds  for  utility  and  maintenance  costs.  The  estimated 
annual  utility  costs  for  the  Helena  Armed  Forces  Reserve  Center  are  $123,300,  which  would  be  100  percent  funded 
by  the  general  fund.  Expectations  are  that  the  Helena  Armed  Forces  Reserve  Center  would  begin  operating 
during  the  last  half  of  fiscal  2001.  This  request  includes  cost  for  one-half  year  of  utility  costs  or  $61,650  in  fiscal 
2001.  The  contribution  of  the  Helena  Armed  Forces  Reserve  Center  to  the  fiscal  2001  request  is  the  major  factor 
for  the  significant  difference  between  the  portion  of  general  fund  to  total  costs  in  fiscal  2001  as  compared  to  fiscal 
2000. 

DP  1202  -  Janitorial  Services  -  New  Locations  -  The  department  uses  contracted  janitorial  services  for  cleaning  of 
department  maintained  facilities.  An  increase  is  requested  to  provide  janitorial  services  for  new  facilities  (listed  in  new 
proposal  1201)  that  will  come  on  line  during  the  biennium.  Fiscal  2000  funding  is  $13,800  general  fund  and  $5,940 
federal  funds.  Fiscal  2001  funding  is  $16,978  general  fund  and  $22,892  federal  funds. 

Language  Recommendations 

"If  federal  authorities  determine  that  federal  money  cannot  be  used  for  audit  costs,  general  fund  will  be  appropriated  to 
pay  audit  costs." 

LFD  Comment  -  Discussions  are  ongoing  with  the  federal  property  and  fiscal  officer  whether  audit  costs  will  continue  to 
be  reimbursed.  The  executive  is  proposing  this  language,  in  the  event  that  these  discussions  result  in  audit  costs  not  being 
federally  reimbursed.  The  above  language  would  not  provide  a  lawful  appropriation.  If  the  legislature  wishes  to  provide 
a  language  appropriation  for  this  purpose,  it  may  wish  to  consider  the  use  of  a  contingent  language  appropriation  with  the 
following  suggested  language: 

"If  federal  funds  are  not  adequate  to  fund  the  audit  costs  in  [reference  HB  2  item  number]  at  100  percent  federal  funding, 
general  fund  authority  is  appropriated  up  to  [legislatively  identified  percentage  of  total  audit  costs  contained  in  the 
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reference  item]  to  be  used  only  for  support  of  audit  costs  and  an  equal  amount  of  federal  authority  is  to  be  deducted  from 
[reference  HB  2  item  number]." 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 

Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

33.00 

.00 

00 

33.00 

.00 

00 

33.00 

33.00 

Personal  Services 
Operating  Expenses 

1,172,016 
727,500 

102,358 
30,602 

0 
0 

1,274,374 
758,102 

101,578 
22,343 

0 
0 

1,273,594 
749,843 

2,547,968 
1,507,945 

Total  Costs 

$1,899,516 

$132,960 

$0 

$2,032,476 

$123,921 

$0 

$2,023,437 

$4,055,913 

General  Fund 
Federal  Special 

194,335 
1,705,181 

17,874 
115,086 

0 
0 

212,209 
1,820,267 

16,553 

107,368 

0 
0 

210,888 
1,812,549 

423,097 
3,632,816 

Total  Funds 

$1,899,516 

$132,960 

$0 

$2,032,476 

$123,921 

$0 

$2,023,437 

$4,055,913 

Program  Description 

The  Air  National  Guard  program  maintains  a  trained  and  equipped  military  organization  for  use  in  the  event  of  a  state  or 
national  emergency.  The  program  staff  provides  administrative,  facilities  maintenance,  and  fire  protection  support  to  the 
Air  National  Guard  base  at  Gore  Hill  near  Great  Falls.  The  Air  National  Guard  Program  operates  under  both  federal  and 
state  mandates  in  accordance  with  its  dual  missions  to  maintain  a  trained  and  ready  military  force  and  a  state  civil  disaster 
response  capability. 

During  the  1999  biennium,  the  Air  National  Guard  Program  was  a  performance-based  budget  program. 

Funding 

The  Air  Guard  Program  is  generally  funded  with  a  75  percent  federal  participation  and  a  25  percent  general  fund  state 
match.  Personal  service  costs  for  firefighters  and  security  services  are  funded  entirely  with  federal  funds. 

During  the  1999  biennium,  the  Air  National  Guard  Program  was  a  performance-based  budget  program.  As  such,  the 
appropriation  for  the  program  was  made  in  a  lump  sum  and  left  to  the  agency  to  determine  the  best  allocation  of  the  total 
appropriation  to  accomplish  the  program's  goals  and  objectives  and  meet  the  performance  measures. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 

Total 

Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 

Total 

Funds 

Statewide  Present  Law 

Personal  Services 
Fixed  Costs 

40,358 
10,556 

39,578 
2,297 

Total  Statewide  Adjustments 

$50,914 

$41,875 

Present  Law  Adjustments 

1301 
1304 

Air  security  contract  increase 
Increase  Mission 

.00 
00 

0 
0 

20,046 
62,000 

00 
00 

0 
0 

20,046 
62,000 

Total  PL  Adjustments 

.00 

$0 

$82,046 

.00 

$0 

$82,046 

Present  Law  Adjustments  Total 

$132,960 

$123,921 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  The  statewide  adjustment  includes  a  vacancy  savings  rate  of  2.74  percent  totaling  $34,190  in  fiscal 
2000  and  $34,166  in  fiscal  2001. 
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DP  1301  -  Air  security  contract  increase  -  The  Air  National  Guard  utilizes  a  security  contractor  to  perform  a  portion  of  the 
security  requirements  at  the  air  base  at  Gore  Hill  in  Great  Falls.  This  adjustment  increases  the  contract  to  cover  such  tasks 
as  issuing  restricted  area  badges  and  vehicle  decals,  fingerprinting  for  security  clearances,  and  clerical  duties  in  the 
security  area.  This  adjustment  is  100  percent  federally  funded. 

DP  1304  -  Increase  Mission  -  The  firefighters  at  Gore  Hill  will  be  on  duty  for  18  additional  hours  per  28-day  work  cycle. 
These  additional  hours  are  due  to  a  mission  change  from  air-to-air  defense  to  air-to-ground  defense,  which  requires  flying 
to  Hill  Air  Force  Base  or  Mountain  Home  Air  Force  Base  for  mission  training.  Longer  flying  hours  for  guard  pilots  will 
require  the  firefighters  to  be  on  station  for  an  extended  period  of  time.  This  adjustment  is  100  percent  federally  funded. 

Language  Recommendations 

"If  federal  authorities  determine  that  federal  money  cannot  be  used  for  audit  costs,  general  fund  will  be  appropriated  to 
pay  audit  costs." 

LFD  Comment  -  Discussions  are  ongoing  with  the  federal  property  and  fiscal  officer  whether  audit  costs  will  continue  to 
be  reimbursed.  The  executive  is  proposing  this  language  in  the  event  that  these  discussions  result  in  audit  costs  not  being 
federally  reimbursed.  The  above  language  would  not  provide  a  lawful  appropriation.  If  the  legislature  wishes  to  provide 
a  language  appropriation  for  this  purpose,  it  may  wish  to  consider  the  use  of  a  contingent  language  appropriation  with  the 
following  suggested  language: 

"If  federal  funds  are  not  adequate  to  fund  the  audit  costs  in  [reference  HB  2  item  number]  at  100  percent  federal  funding, 
general  fund  authority  is  appropriated  up  to  [legislatively  identified  percentage  of  total  audit  costs  contained  in  the 
reference  item]  to  be  used  only  for  support  of  audit  costs  and  an  equal  amount  of  federal  authority  is  to  be  deducted  from 
[reference  HB  2  item  number]." 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 
Adjustment 

Fiscal  2000 

New 
Proposals 

Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

20.00 

.00 

00 

20.00 

00 

.00 

20.00 

20.00 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

681,738 

205,852 

0 

481,844 

107,166 

25,965 
0 
0 

0 

10,880 

0 

0 

788,904 

242,697 

0 

481,844 

104,000 

17,622 

0 

0 

0 

10,240 

0 

0 

785,738 

233,714 

0 

481,844 

1 ,574,642 

476,411 

0 

963,688 

Total  Costs 

$1,369,434 

$133,131 

$10,880 

$1,513,445 

$121,622 

$10,240 

$1,501,296 

$3,014,741 

General  Fund 
State/Other  Special 
Federal  Special 

242,756 

18,746 

1,107,932 

21,176 

58 

111,897 

5,440 

0 

5,440 

269,372 

18,804 

1,225,269 

18,246 

45 

103,331 

5,120 

0 

5,120 

266,122 

18,791 

1,216,383 

535,494 

37,595 

2,441,652 

Total  Funds 

$1,369,434 

$133,131 

$10,880 

$1,513,445 

$121,622 

$10,240 

$1,501,296 

$3,014,741 

Program  Description 

The  Disaster  and  Emergency  Services  Division:  1)  works  with  local,  state,  and  federal  officials  to  prepare,  update,  and 
coordinate  emergency  preparedness,  mitigation,  response,  and  recovery  plans;  2)  provides  technical  assistance  and 
coordination  of  the  state's  response  to  assist  political  subdivisions  in  time  of  emergencies;  and  3)  receives,  records,  and 
disburses  federal  funds  to  eligible  political  subdivisions.  Political  subdivisions  must  provide  matching  funds  for  all 
federal  reimbursement  programs  except  disaster  recovery.  The  division  is  responsible  for  disaster  planning  activities, 
responding  quickly  and  effectively  to  disasters  and  emergencies,  being  a  source  of  information  and  24-hour  contact  point, 
and  coordinating  state  assistance  to  local  governments. 

Funding 

The  Disaster  Coordination  Response  Program  is  supported  with  general  fund,  state  special  revenue,  and  federal  funds. 
The  disaster  coordination  functions  that  provide  support  to  communities  and  that  contribute  to  the  overall  mission  of  the 
division  are  generally  funded  50  percent  general  fund  and  50  percent  federal  funds.  Disaster  coordination  functions  that 
focus  on  specifically  identified  hazards  or  functions  are  generally  funded  100  percent  with  federal  funds.  State  special 
revenue  is  fee  revenue  from  persons  who  attend  division-sponsored  workshops  and  conferences  and  is  used  to  support 
those  functions. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

96,178 

5,368 

19,831 

93,012 
4,233 
12,369 

Total  Statewide  Adjustments 

$121,377 

$109,614 

Present  Law  Adjustments 

2103 
2111 

LAN  Support 

Overtime  for  Duty  Officer 

.00 
00 

191 
1,563 

766 
10,988 

.00 
.00 

255 
1,563 

1,020 
10,988 

Total  PL  Adjustments 

.00 

$1,754 

$11,754 

.00 

$1,818 

$12,008 

Present  Law  Adjustments  Total 

$133,131 

$121,622 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 
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LFD  Comment  -  The  statewide  adjustment  includes  a  vacancy  savings  rate  of  2.76  percent  totaling  $22,055  in  fiscal 
2000  and  $21,957  in  fiscal  2001.  The_personal  service  increase  resulting  from  statewide  pay  plan  adjustments  are 
14.6  percent  in  fiscal  2000  and  14.1  percent  in  fiscal  2001.  During  the  base  year,  the  program  experienced  a 
vacancy  savings  rate  of  12  percent  as  a  result  of  3  positions  being  filled  for  less  than  half  of  the  year.  This  personal 
services  growth  over  the  base  is  attributed  to  vacancies  in  the  base  year  and  statewide  pay  plan. 

DP  2103  -  LAN  Support  -  The  department  contracts  with  the  Information  Services  Division  of  the  Department  of 
Administration  to  administer  the  department  local  area  network  (LAN).  The  hourly  cost  for  this  service  will  increase  by 
$9.00  in  fiscal  2000  and  $12.00  in  fiscal  2001.  The  costs  for  this  service  (170  hours)  are  split  equally  between  the 
Operations  Support  Program  and  Disaster  and  Emergency  Services  Program.  The  Disaster  and  Emergency  Services 
Program  is  divided  into  two  funding  segments.  One  segment  is  funded  50  percent  by  the  general  fund  and  50  percent  by 
federal  funds  and  the  other  segment  is  fully  funded  with  federal  funds.  The  Disaster  and  Emergency  Services  Program 
costs  will  be  split  evenly  between  these  two  segments. 

DP  21 1 1  -  Overtime  for  Duty  Officer  -  The  Disaster  and  Emergency  Services  Program  has  a  duty  officer  on  call  at  all 
times.  Department  policy  allows  for  overtime  to  be  paid  for  a  portion  of  the  time  an  individual  is  on  duty  officer  status. 
Overtime  in  the  amount  expended  in  the  base  year  is  requested  for  each  year  of  the  biennium.  This  adjustment  is  funded 
with  general  and  federal  funds. 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

2102 

Vehicles  for  New  District  Reps 
Total  New  Proposals 

.00 
.00 

5,440 
$5,440 

10,880 
$10,880 

.00 
.00 

5,120 

$5,120 

10,240 

$10,240 

New  Proposals 

DP  2102  -  Vehicles  for  New  District  Reps  -  The  Disaster  and  Emergency  Services  Program  created  two  new  district 
representatives  from  existing  positions  in  the  program.  The  new  district  representatives  will  service  the  Lewistown  and 
Billings  areas.  District  representatives  use  leased  vehicles  from  the  state  motor  pool  for  travel  associated  with  their 
disaster  and  emergency  planning  and  response  duties.  This  request  is  for  motor  pool  lease  costs  for  two  pickups.  This 
request  corresponds  to  the  disaster  coordination  function  and  is  funded  with  50  percent  general  fund  and  50  percent 
federal  funds. 

Language  Recommendations 

"If  Congress  changes  the  100  percent  federal  funding  for  states  to  50  percent  federal  and  50  percent  state  funding  in 
federal  fiscal  2000  then  there  is  appropriated  $180,881  general  fund  in  fiscal  2000  and  $238,284  general  fund  in  fiscal 
2001." 

LFD  Issue  -  The  language  increases  overall  funding  for  the  program  when  the  trigger  is  best  classified  as  a  funding  shift. 
The  department  has  identified  that  training  on  emergency  and  disaster  subjects  for  local  governments,  hazardous  material 
planning,  disaster  exercises  for  local  governments,  communication  and  data  processing  services  support,  disaster 
mitigation  and  earthquake  assistance  for  planning  and  response,  and  emergency  management  planning  may  be  the 
affected  functions  of  the  program.  The  legislature  may  wish  to  consider  the  following  substitute  language,  which  requires 
offsetting  reductions  of  federal  appropriations  commensurate  with  the  general  fund  appropriation  increases  and  references 
the  appropriate  HB  2  item  in  question. 

"If  federal  funds  are  not  adequate  to  fund  the  disaster  and  emergency  relief  activities  in  [reference  HB  2  item  number]  at 
100  percent  federal  funding,  general  fund  authority  is  appropriated  up  to  50  percent  to  be  used  only  for  support  of  disaster 
and  emergency  relief  functions  and  an  equal  amount  of  federal  authority  is  to  be  deducted  from  [reference  HB  2  item 
number]." 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec  Budget 
Fiscal  00-01 

FTE 

19.80 

(.50) 

00 

19.30 

(50) 

.00 

19.30 

19.30 

Personal  Services 
Operating  Expenses 
Equipment 

568,245 

107,303 

21,148 

30,736 

91,332 

(21,148) 

0 

66,000 

0 

598,981 

264,635 

0 

27,500 

87,316 

(21,148) 

0 
0 
0 

595,745 

194,619 

0 

1,194,726 

459,254 
0 

Total  Costs 

$696,696 

$100,920 

$66,000 

$863,616 

$93,668 

$0 

$790,364 

$1,653,980 

General  Fund 
State/Other  Special 

616,803 
79,893 

33,052 
67,868 

66,000 
0 

715,855 
147,761 

26,422 
67,246 

0 
0 

643,225 
147,139 

1,359,080 
294,900 

Total  Funds 

$696,696 

$100,920 

$66,000 

$863,616 

$93,668 

$0 

$790,364 

$1,653,980 

Program  Description 

The  Veterans  Affairs  Division  assists  discharged  veterans  and  their  families,  cooperates  with  state  and  federal  agencies, 
promotes  the  general  welfare  of  veterans,  and  provides  information  on  veterans'  benefits.  The  program  also  administers 
the  veterans'  cemeteries  located  at  Fort  Harrison,  in  Helena,  and  Miles  City.  The  Board  of  Veterans'  Affairs  is 
administratively  attached  to  the  Department  of  Military  Affairs,  and  operates  under  a  state  mandate. 

Funding 

The  Veterans  Affairs  Program  is  funded  with  general  fund  for  all  functions  except  for  cemetery  operations.  Veterans 
cemetery  operations  are  fully  funded  by  state  special  revenue  funds  from  donations,  veteran  license  plate  fees,  and 
cemetery  plot  allowances.  In  fiscal  1998,  veterans  license  plate  fee  revenues  generated  the  largest  portion  of  state  special 
revenue  funding. 

LFD  Issue  -  The  revenue  estimates  for  the  Veterans  Affairs  Program  state  special  revenue  fund  that  supports  cemetery 
operations  indicates  a  stepped  increase  that  departs  from  historical  revenues  with  no  contributing  cause  for  the  increase. 
The  agency  has  indicated  that  this  increase  was  due  to  an  error.  The  actual  revenue  estimate  indicated  by  the  agency  is 
more  in  line  with  historical  revenues  and  will  not  result  in  any  adverse  impacts  on  the  fund  balance. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  200C 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

44,590 

3,838 

494 

41,274 

3,054 

(2,738) 

Total  Statewide  Adjustments 

$48,922 

$41,590 

Present  Law  Adjustments 

3103 
3105 

Eastern  Montana  Veterans  Cemetery 
Helena  Cemetery  SSR  Auth  Adjustment 

(.50) 

.00 

0 
0 

61,146 
(9,148) 

(.50) 
.00 

0 
0 

61,226 
(9,148) 

Total  PL  Adjustments 

(.50) 

$0 

$51,998 

(.50) 

$0 

$52,078 

Present  Law  Adjustments  Total 

$100,920 

$93,668 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 


DEPT  OF  MILITARY  AFFAIRS 


D-139 


VETERANS  AFFAIRS  PROGRAM 


DEPT  OF  MILITARY  AFFAIRS 


31 -VETERANS  AFFAIRS  PROGRAM 


LFD  Comment  -  The  statewide  adjustment  includes  a  vacancy  savings  rate  of  2.68  percent  totaling  $16,850  in  fiscal 
2000  and  $16,749  in  fiscal  2001. 

DP  3 1 03  -  Eastern  Montana  Veterans  Cemetery  -  The  Veterans  Cemetery  in  Miles  City  will  become  operational  during 
fiscal  2000.  This  adjustment  is  for  state  special  revenue  authority  to  support  the  administration,  operation,  and 
maintenance  of  the  cemetery.  The  cemetery  will  be  operated  and  maintained  through  service  contracts  and  will  not 
require  a  state  employee.  As  such,  this  adjustment  includes  a  reduction  of  0.50  FTE.  The  position  being  eliminated  is  a 
vacant  0.50  FTE  that  would  have  maintained  the  cemetery.  State  special  revenue  funding  for  the  cemetery  is  from  veteran 
license  plate  fees,  burial  plot  allowances,  and  donations. 

LFD  Comment  -  The  Eastern  Montana  Veteran's  Cemetery  was  scheduled  to  come  on  line  during  fiscal  1999.  The 
current  estimate  is  that  operations  will  begin  in  fiscal  2000.  During  fiscal  1998,  the  site  was  selected  but  nc 
improvements  have  been  made  to  the  site.  The  0.50  FTE  being  eliminated  was  authorized  by  the  1997  legislature 
for  maintaining  the  cemetery,  but  is  not  needed  if  the  division  contracts  to  provide  the  cemetery  maintenance. 

DP  3105  -  Helena  Cemetery  SSR  Auth  Adjustment  -  The  base  includes  the  expenditures  of  $21,148  for  the  purchase  of  i 
small  tractor  with  a  backhoe  attachment  that  is  used  to  assist  digging  new  gravesites.  This  expenditure  was  for  a  one-time 
equipment  purchase  of  which  the  program  does  not  plan  to  continue  in  the  2001  biennium.  This  reduction  is  combined 
with  an  increase  of  $12,000  per  year  to  purchase  agricultural  supplies  to  support  the  operation  of  the  cemetery.  Funding 
for  this  adjustment  is  state  special  revenue  from  veteran  license  plate  fees,  burial  plot  allowances,  and  donations. 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

3101 

World  War  II  Appropriation-OTO 
Total  New  Proposals 

00 
.00 

66,000 
$66,000 

66,000 
$66,000 

00 
00 

0 
$0 

0 
$0 

New  Proposals 

DP  3101  -  World  War  II  Appropriation-OTO  -  The  World  War  II  Memorial  Campaign  has  requested  that  each  state 
donate  $1  for  each  state  citizen  who  served  in  the  armed  forces  during  World  War  II.  The  donation  would  be  used  to 
defray  the  costs  of  constructing  the  World  War  II  Memorial  in  Washington,  D.C.  For  Montana,  the  donation  is  $66,000. 

LFD  Comment  -  On  May  25,  1993,  President  Clinton  officially  signed  into  public  law  the  legislation  to  establish  a 
World  War  H  Memorial  in  the  Washington,  D.C.  area.  The  memorial  is  estimated  to  cost  $100  million  and  will  be 
funded  almost  entirely  by  private  contributions.  Once  built,  the  National  Park  Service  will  assume  title  and  be 
responsible  for  control  and  maintenance  of  the  memorial.  This  new  proposal  is  in  response  to  a  request  to  the 
Governor  from  the  American  Battle  Monuments  Commission  urging  legislative  resolutions  in  all  states  to 
contribute  $1  for  each  citizen  to  their  state  who  went  into  the  armed  services  during  World  War  II. 

This  issue  for  legislative  consideration  is  whether  the  state  general  fund  should  contribute  to  a  project  that  is 
intended  to  be  funded  almost  entirely  with  private  funds. 
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EDUCATION 


Section  E 


JOINT  SUBCOMMITTEES  OF  HOUSE  APPROPRIATIONS 
AND  SENATE  FINANCE  AND  CLAIMS  COMMITTEES 


-Agencies- 


Office  of  Public  Instruction 
Board  of  Public  Education 
School  for  the  Deaf  and  Blind 
Montana  Arts  Council 
State  Library  Commission 
Montana  Historical  Society 
Montana  University  System  (MUS) 


Commissioner  of  Higher  Education 

Community  Colleges 

Colleges  of  Technology 

Agricultural  Experiment  Station 

Cooperative  Extension  Service 

Forestry  and  Conservation  Experiment  Station 

Bureau  of  Mines 

Fire  Services  Training  School 


-Committee  Members- 


House 

Representative  Royal  Johnson  (Chair) 
Representative  Peggy  Arnort 
Representative  Rosie  Buzzas 


Senate 

Senator  Daryl  Toews  (Vice-Chair) 
Senator  Greg  Jergeson 
Senator  Ken  Miller 


-Fiscal  Division  Staff- 


Bob  Tallerico 
Sandy  Whitney 
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Agency  Proposed  Budget 


Budget  Item 


Base 

Budget 

Fiscal  1998 


PL  Base 
Adjustment 
Fiscal  2000 


New 
Proposals 
Fiscal  2000 


Total 
Exec.  Budget 
Fiscal  2000 


PL  Base 
Adjustment 
Fiscal  2001 


New 
Proposals 
Fiscal  2001 


Total 
Exec  Budget 
Fiscal  2001 


Total 
Exec  Budget 
Fiscal  00-01 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Grants 
Debt  Service 

Total  Costs 

General  Fund 
State/Other  Special 
Federal  Special 

Total  Funds 


112.18 

4,148,254 

4,256,465 

53,136 

462,543,713 

63,446,126 

12,901 


2  00 

707,070 

1,946,759 

0 

(4,681,430) 

7,832,287 

(12,901) 


433 

166,389 

374,482 

0 

11,172,799 

8,919,925 

0 


11851 

5,021,713 

6,577,706 

53,136 

469,035,082 

80,198,338 

0 


2  00 

684,885 

2,054,722 

0 

(9,964,932) 

10,328,135 

(12,901) 


4.33 

165,248 

468,045 

0 

21,681,944 

3,083,061 

0 


11851 

4,998,387 

6,779,232 

53,136 

474,260,725 

76,857,322 

0 


11851 

10,020,100 

13,356,938 

106,272 

943,295,807 

157,055,660 

0 


$534,460,595    $5,791,785    $20,633,595   $560,885,975    $3,089,909    $25,398,298   $562,948,802   $1,123,834,777 


466,125,633 

1,329,585 

67,005,377 


(4,204,548) 

108,296 

9,888,038 


11,172,298 

365,000 

9,096,297 


473,093,383 

1,802,881 

85,989,712 


(9,511,822) 

107,743 

12,493,986 


22,127,712 

145,000 

3,125,586 


478.741,523 

1,582,328 

82,624,949 


951,834,906 

3,385,209 

168,614,661 


$534,460,595    $5,791,786    $20,633,595   $560,885,976    $3,089,907    $25,398,298   $562,948,800   $1,123,834.776 


Agency  Description 

The  Superintendent  of  Public  Instruction  is  an  elected  official  authorized  by  Article  VI,  Section  1,  of  the  Montana 
Constitution.  20-3-106,  MCA  states  the  Superintendent "...  has  the  general  supervision  of  the  public  schools  and  districts 
of  the  state."  Section  20-7-301,  MCA,  names  the  Superintendent  as  "the  governing  agent  and  executive  officer  of  the  state 
of  Montana  for  K-12  vocational  education".  The  Office  of  Public  Instruction  (OPI)  provides  services  to  Montana  school- 
age  children  and  to  teachers  in  approximately  500  school  districts.  The  staff  provides  technical  assistance  in  planning, 
implementing,  and  evaluating  educational  programs  in  such  areas  as  teacher  preparation,  teacher  certification,  school 
accreditation,  school  curriculum,  school  finance,  and  school  law.  The  staff  also  administers  a  number  of  federally  funded 
programs  and  provides  a  variety  of  information  services. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 
Fiscal  2000 

Law 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Biennium 
Fiscal  98-99 

Exec  Budget 
Fiscal  00-01 

FTE 

114.18 

433 

118.51 

114.18 

4.33 

118.51 

00 

11851 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Grants 
Debt  Service 

4,855,324 

6,203,224 

53,136 

457,862,283 

71,278,413 

0 

166,389 

374,482 

0 

11,172,799 

8,919,925 

0 

5,021,713 

6,577,706 

53,136 

469,035,082 

80,198,338 

0 

4,833,139 

6,311,187 

53,136 

452,578,781 

73,774,261 

0 

165,248 

468,045 

0 

21,681,944 

3,083,061 

0 

4,998,387 

6,779,232 

53,136 

474,260,725 

76,857,322 

0 

8,864,731 

10,060,117 

70,136 

930,120,498 

135,886,190 

12,901 

10,020,100 

13,356,938 

106,272 

943,295,807 

157,055,660 

0 

Total  Costs 

$540,252,380 

$20,633,595 

$560,885,975 

$537,550,504 

$25,398,298 

$562,948,802 

$1,085,014,573 

$1,123,834,777 

General  Fund 
State/Other  Special 
Federal  Special 

461,921,085 

1,437,881 

76,893,415 

11,172,298 

365,000 

9,096,297 

473,093,383 

1,802,881 

85,989,712 

456,613,811 

1,437,328 

79,499,363 

22,127,712 

145,000 

3,125,586 

478,741,523 

1,582,328 

82,624,949 

941,043,378 

2,860,398 

141,110,797 

951,834,906 

3,385,209 

168,614,661 

Total  Funds 

$540,252,381 

$20,633,595 

$560,885,976 

$537,550,502 

$25,398,298 

$562,948,800 

$1,085,014,573 

$1,123,834,776 

New  Proposals 

The  table  below  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion  of  each  new 

proposal  are  included  in  the  individual  program  narratives. 
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New  Proposals 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Description 

Program 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

School  to  Work 

06 

1.83 

0 

162,165 

1.83 

0 

87,628 

Improving  Montana  Schools 

06 

2.50 

314,499 

314,499 

2.50 

475,768 

475,768 

Cooperative  Purchasing-School  Food 

06 

.00 

0 

35,000 

.00 

0 

35,000 

Comprehensive  School  Reform 

06 

00 

0 

29,207 

.00 

0 

34,897 

K-12  BASE  Aid  and  Special  Education 

09 

.00 

10,242,799 

10,242,799 

.00 

20,471,944 

20,471,944 

Improving  Montana  Schools  (09)-NP 

09 

.00 

15,000 

15,000 

.00 

80.000 

80,000 

Traffic  Education  -  NP 

09 

00 

0 

330,000 

.00 

0 

110.000 

School  Facility  Payments  -  NP 

09 

.00 

500,000 

500,000 

.00 

1,000,000 

1,000,000 

School  to  Work  (09)-NP 

09 

.00 

0 

2,720,000 

.00 

0 

2,340,000 

Comprehensive  School  Reform  (09)-NP 

09 

.00 

0 

554,925 

.00 

0 

663,061 

New  teachers  for  reduced  class  size 

09 

.00 

0 

5,630,000 

.00 

0 

0 

Montana  Science  Institute  Grant 

09 

.00 

100,000 

100,000 

.00 

100,000 

100,000 

Total  New  Proposals 

433 

$11,172,298 

$20,633,595 

4.33 

$22,127,712 

$25,398,298 

Elected  Official  New  Proposal 

As  an  elected  official,  the  Superintendent  of  the  Office  of  Public  Instruction  is  authorized  in  statute  to  bring  new  proposals 
to  the  legislature  even  though  the  new  proposals  were  not  included/fully  accepted  in  the  executive's  budget.  The 
following  new  proposals  were  presented  to  the  executive,  but  were  not  approved/or  had  the  funding  reduced. 

1)  K-12  Base  Aid  and  Special  Education  -  This  new  proposal  requested  general  fund  of  $13,766,157  in  fiscal  2000  and 
$22,450,585  in  fiscal  2001,  based  on  a  requested  a  change  in  the  rates  in  BASE  Aid  schedules  of  4  percent  for  elementary 
school  districts  and  2  percent  for  high  school  districts,  as  well  as  a  higher  amount  for  special  education.  The  executive 
reduced  the  proposed  increase  in  BASE  aid  schedules  to  3.5  percent  for  elementary  districts  and  1.5  percent  for  high 
school  districts.  OPI's  special  education  request  was  $33.93  million  in  fiscal  2000  and  $35.39  million  in  fiscal  2001.  The 
Executive  Budget  reduced  funding  for  special  education  by  about  $1.0  million  in  fiscal  2000  and  about  $1.9  million  in 
fiscal  2001. 

2)  OPI  Automated  Systems  Development  -  OPI  requested  $360,314  general  fund  over  the  biennium  to  upgrade  three 
automated  systems  used  by  OPI  to  manage,  analyze,  and  report  K-12  education  data. 

3)  State  Secondary  Vocational  Education  -  OPI  requested  $130,000  general  fund  over  the  biennium  to  increase  state 
funding  for  secondary  vocational  education  by  10  percent. 

Agency  Issues 

Constitutional  Initiative  75  (CI-75) 

The  funding  of  two  major  OPI  subprograms  could  be  affected  by  the  passage  of  CI-75.  This  constitutional  amendment 
requires  that  the  property  tax  revenue  collected  in  future  years  not  exceed  the  amount  received  for  tax  year  1998  (adjusted 
for  new  property)  unless  approved  by  voters.  To  the  extent  that  this  jurisdictional  property  revenue  cap  has  been  reached, 
increased  spending  for  teacher's  retirement  by  both  the  district  and  the  state  (retirement  GTB)  will  be  subject  to  voter 
approval.  Before  CI-75,  district  trustees  could  permissively  increase  spending  for  retirement.  The  Executive  Budget  does 
not  fund  an  increase  in  retirement  GTB. 


CI-75  will  also  impact  districts  that  budget  at  or  near  the  BASE  budget  level.  Statute  requires  that  districts  must  budget  at 
a  level  that  is  at  least  equal  to  the  BASE  budget.  Increases  in  ANB  and/or  increases  in  the  state  schedules  will  require 
some  districts  to  increase  property  taxes  via  mill  levy  increases  in  order  to  achieve  BASE.  However,  voters  may  not 
approve  the  increased  mills  under  the  provisions  of  CI-75. 


CI-75  should  not  have  an  effect  on  the  state's  level  of  school  transportation  funding,  but  may  have  an  impact  on  loca 
funding  for  transportation.  In  the  past,  the  local  share  of  transportation  funding  has  been  funded  by  property  tax  mill 
levies,  increases  to  which  have  been  made  at  the  school  district  trustees'  discretion.  Now,  any  new  increase  in  mill  levy 
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revenue  must  be  approved  by  public  vote,  unless  property  tax  revenue  from  another  district  fund  can  be  used  without 
exceeding  the  jurisdictional  property  tax  revenue  cap  mandated  by  CI-75. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

112  18 

2.00 

4.33 

118.51 

2.00 

4.33 

118.51 

118.51 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Debt  Service 

4,148,254 

4,230,178 

53,136 

13,788 

12,901 

707,070 

1,946,759 

0 

0 

(12,901) 

166,389 

374,482 

0 

0 

0 

5,021,713 

6,551,419 

53,136 

13,788 

0 

684,885 

2,054,722 

0 

0 

(12,901) 

165,248 

468,045 

0 

0 

0 

4,998,387 

6,752,945 

53,136 

13,788 

0 

10,020,100 

13,304,364 

106,272 

27,576 

0 

Total  Costs 

$8,458,257 

$2,640,928 

$540,871 

$11,640,056 

$2,726,706 

$633,293 

$11,818,256 

$23,458,312 

General  Fund 
State/Other  Special 
Federal  Special 

3,857,900 

329,585 

4,270,772 

465,020 

108,293 

2,067,616 

314,499 

35,000 

191,372 

4,637,419 

472,878 

6,529,760 

441,248 

107,740 

2,177,716 

475,768 

35,000 

122,525 

4,774,916 

472,325 

6,571,013 

9,412,335 

945,203 

13,100,773 

Total  Funds 

$8,458,257 

$2,640,929 

$540,871 

$11,640,057 

$2,726,704 

$633,293 

$11,818,254 

$23,458,311 

Program  Description 

The  Administration  program  provides  leadership  and  coordination  of  services  to  a  variety  of  school  and  public  groups. 
The  staff  provides  assistance  to  the  Superintendent  of  Public  Instruction  in  performing  prescribed  duties.  The  program:  1) 
supports  the  Superintendent's  statutory  role  with  the  Board  of  Public  Education,  Board  of  Regents,  and  Land  Board;  2)  is 
responsible  for  the  distribution  and  accounting  of  state  and  federal  funds  provided  to  school  districts;  3)  provides 
operational  support  to  OPI;  and  4)  provides  assistance  and  information  to  school  districts.  The  program  administers  all 
federal  grants  received  by  OPI,  including  the  budgets  for:  1)  curriculum  assistance;  2)  special  education;  3)  Chapter  I 
administration;  4)  secondary  vocational  education  administration;  5)  Title  IV  administration;  and  6)  other  educational 
services  including  driver's  education,  school  food  services,  and  audiology. 

Funding 

The  Office  of  Public  Instruction's  Administration  Program  is  funded  with  general  fund,  state  special  revenue,  and  federal 
grants.  General  fund  entirely  supports  the  Superintendent's  Office,  legal  services,  teachers  certification,  accreditation,  the 
administration  of  the  distribution  of  funding,  and  information  systems.  A  combination  of  general  fund  and  federal  special 
revenue  provide  the  funding  for  measurement  and  accountability,  information  technology,  curriculum  administration, 
school  improvement,  education  opportunities,  the  administration  of  special  education,  and  career  vocational  and  adult 
services.  A  combination  of  all  three  funding  sources  supports  health  enhancement  and  safety.  Centralized  services  is 
funded  through  a  proprietary  account,  which  does  not  require  an  appropriation. 
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Present  Law  Adjustments 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Present  Law  Description 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

Statewide  Present  Law 

Personal  Services 

625,616 

603,951 

Inflation/Deflation 

13,155 

11,128 

Fixed  Costs 

36,993 

42,286 

Total  Statewide  Adjustments 

$675,764 

$657,365 

Present  Law  Adjustments 

2 

Contracted  Services 

00 

43,290 

157,469 

00 

37,440 

151,619 

3 

Continuing  Professional  Development 

00 

26,325 

26,325 

00 

26,325 

26,325 

5 

GED  Workload  Increase 

00 

6,900 

6,900 

.00 

5,700 

5,700 

6 

Budgeting/Accounting  Workshops 

.00 

8,085 

8,085 

00 

8,085 

8,085 

7 

Indirect  Cost  of  Base  Adjustments 

.00 

72,698 

115,497 

.00 

72,876 

114,373 

11 

Improving  Montana  Schools  (06)-PL 

.00 

6,143 

6,143 

00 

0 

0 

12 

Federal  Grant  Award  Administration 

2.00 

0 

1,767,186 

2.00 

0 

1,885,679 

15 

Delete  maintenance  costs 

00 

(122,441) 

(122,441) 

00 

(122,441) 

(122,441) 

Total  PL  Adjustments 

2.00 

$41,000 

$1,965,164 

2.00 

$27,985 

$2,069,340 

Present  Law  Adjustments  Total 

$2,640,928 

$2,726,705 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

Personal  services  includes  a  vacancy  savings  reduction  of  2.7  percent,  totaling,  $140,062  in  fiscal  2000  and  $139,358  in 
fiscal  2001.  The  increase  in  personal  services  costs  in  the  statewide  adjustment  represents  a  15.0  percent  increase  in  fiscal 
2000  and  a  14.6  percent  increase  in  fiscal  2001. 

There  are  two  primary  reasons  for  the  increase:  1)  during  fiscal  1998,  18.02  FTE  positions  were  vacant  for  some  period  of 
time  (of  these,  13.98  FTE  were  vacant  the  entire  year),  creating  vacancy  savings  of  $628,120;  and  2)  the  management  of 
the  Administration  Program  upgraded  17  positions  and  downgraded  7  positions  for  a  net  fiscal  effect  of  $44,391 
(increase)  in  fiscal  1998. 

DP  2  -  Contracted  Services  -  The  executive  requests  an  increase  in  contracted  services  to:  1)  compile  the  School  Law 
Book:  2)  continue  the  contract  for  the  Hearing  Conversation  Program;  and  3)  contract  for  a  full  year  for  a  coordinator  for 
the  Motorcycle  Education  and  Safety  Program. 

OPI  publishes  a  compilation  of  Montana  statutes  referred  to  as  the  School  Law  Book  following  each  legislative  session. 
The  executive  requests  $5,850  general  fund  in  fiscal  2000  to  contract  for  the  compilation  of  this  book. 

According  to  the  agency,  the  contract  for  the  Hearing  Conversation  Program  has  not  been  increased  in  eight  years.  The 
executive  is  requesting  general  fund  of  37,440  per  year,  a  9.5  percent  increase  in  response  to  provider  rate  increases,  to 
maintain  the  program  at  its  base  level.  Base  year  expenditures  for  contracted  services  in  this  responsibility  center  were 
$335,704. 

The  executive  requests  $1 14,179  state  special  revenue  authority  each  year  to  contract  with  MSU-Northern  for  a  statewide 
Motorcycle  Education  Safely  Program. 

DP  3  -  Continuing  Professional  Development  -  The  executive  requests  $26,325  general  fund  each  year  to  provide  training 
for  OPI's  information  technology  staff.  The  request  includes  the  following  increases:  $18,125  for  travel  costs;  $4,375  for 
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conference  fees,  and  $3,825  for  indirect  administrative  charges  (equating  to  17  percent).  According  to  the  OPI,  this 
training  is  conducted  out-of-state  due  to  the  type  of  training  required,  availability,  and  quality  of  training. 

DP  5  -  GED  Workload  Increase  -  The  executive  is  requesting  an  increase  in  general  fund  appropriation  authority  to  fund  a 
General  Equivalence  Diploma  workload  increase,  including  conversion  of  paper  transcripts  to  computer  transcripts,  and 
technical  assistance  and  training  at  field  testing  sites. 

DP  6  -  Budgeting/Accounting  Workshops  -  The  executive  requests  $16,170  general  fund  over  the  biennium  to  allow  OPI 
to  continue  providing  annual  statewide  workshops  on  topics  related  to  school  district  budgeting  and  accounting.  The 
number  of  workshops  was  down  in  fiscal  1998  due  to  staff  turnover. 

DP  7  -  Indirect  Cost  of  Base  Adjustments  -  The  executive  is  requesting  to  increase  general  fund  and  federal  funds  to  fund 
the  indirect/administration  costs  associated  with  the  statewide  present  law  adjustments.  OPI  applies  a  17  percent  indirect 
charge  for  administration  on  all  reporting  levels.  This  17  percent  is  charged  against  total  costs  for  personnel  services  and 
operating  costs.  The  federal  percentage  is  negotiated  with  the  federal  government  every  three  years,  and  OPI  applies  the 
same  percentages  to  programs  funded  with  state  revenue  sources.  The  executive  funds  this  adjustment  with:  1)  general 
fund  of  $72,698  in  fiscal  2000  and  $72,876  in  fiscal  2001;  and  2)  federal  funds  of  $42,799  in  fiscal  2000  and  $41,497  in 
fiscal  2001. 


DP  1 1  -  Improving  Montana  Schools  (06VPL  -  The  executive  increases  general  fund  in  fiscal  year  2000  to  replace  three 
computers  for  OPI  staff  working  on  the  education  profile.  The  agency  has  adopted  a  three-year  replacement  cycle  for 
computer  equipment. 

DP  12  -  Federal  Grant  Award  Administration  -  Table  1  shows  the 
increases  that  are  requested  for  various  federal  grants.  Congress 
appropriated  additional  funds  for  existing  federal  programs 
administered  by  the  Office  of  Public  Instruction.  Of  these  federal 
grants,  $107,058  per  year  would  be  used  for  indirect  administration. 
The  request  includes  the  addition  of  2.0  FTE  to  support  the  federal 
grant  titled  "State  Improvement  to  Schools".  These  FTE  include  0.5 
FTE  (grade  9)  administrative  support  position,  1.0  FTE  (grade  14) 
program  specialist  position,  and  1.0  FTE  (grade  16)  education 
program  representative.  Increased  FTE  in  the  program  would:  1) 
provide  direction  for  grant  implementation;  2)  monitor 
implementation  of  consultant  agreements;  and  3)  monitor  and 
evaluate  all  program  aspects. 

LFD  Comment  -  The  state  Improvement  to  Schools  Grant  is  a 
federally-funded  grant  to  assist  state  educational  agencies  in  the 
establishment  of  a  partnership  with  the  U.S.  Department  of 
Education  with  a  goal  to  improve  results  for  children  with 
disabilities.  This  grant  was  requested  in  fiscal  1999  and  has  not 
previously  been  approved  by  the  legislature.  It  is  not  a  present 
law  program  and  should  have  been  requested  as  a  new  proposal. 

DP  1 5  -  Delete  maintenance  costs  -  The  executive  requests  an  annual  reduction  of  $122,441  general  fund  appropriation 
authority.  In  the  base  year  the  agency  was  responsible  for  maintenance  and  finance  costs  of  its  new  office  spaces.  In  the 
2001  biennium,  the  Department  of  Administration  will  maintain  the  spaces  and  bill  rent  costs  to  OPI.  The  reduction  is 
due  to  rent  costs  being  less  than  maintenance  and  finance  costs  associated  with  debt  service  in  the  base  year. 


Table  1 

OPI 

Federal  Grant  I 

ncreases  Requested 

Present  Law 

Adjustment  DP 

-11 

Grant  Title 

Fiscal  2000 

Fiscal  2001 

Common  Core  Data  (CCD/NES) 

$52,241 

$52,241 

Title  III 

69.788 

69.788 

Title  IV  (84.186) 

45,000 

45,000 

Aids 

77.709 

77,709 

Byrd  Scholarships  (84  184) 

60,000 

60.000 

Team  Nutrition 

244.528 

244,528 

Title  I  Migrant 

19,290 

19.290 

Migrant  Even  Start 

4,658 

4.658 

Title  I  Low  Income 

161,307 

161.307 

Title  I  Workshop  (program  income) 

26,160 

26.160 

Title  1  Even  Start 

6,487 

6.487 

McKinney  Homeless 

5,671 

5.871 

Title  II 

25.649 

25,649 

Estrella 

3.448 

3,448 

Bilingual 

17,522 

17.522 

IDEAB 

309.677 

420.968 

Transition  Grant 

500,000 

500,000 

State  Improvement  to  Schools 

137.851 

145.053 

Total 

$1,767,186 

$1,885,679 
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New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

8 
9 
13 
14 

School  to  Work 
Improving  Montana  Schools 
Cooperative  Purchasing-School  Food 
Comprehensive  School  Reform 

Total  New  Proposals 

1  83 

2.50 

.00 

00 

4.33 

0 

314,499 

0 

0 

$314,499 

162,165 

314,499 

35,000 

29,207 

$540,871 

1  83 

2.50 

00 

00 

4.33 

0 

475,768 

0 

0 

$475,768 

87,628 

475,768 

35,000 

34,897 

$633,293 

New  Proposals 

DP  8  -  School  to  Work  -  The  executive  requests  new  federal  appropriation  authority  to  develop  a  School-to- Work  system. 
According  to  the  agency,  this  funding  would  provide  resources  to:  1)  fund  OPI  staff  to  train  other  agency  staff;  and  2) 
provide  technical  assistance  to  state,  regional,  and  local  School-to- Work  stakeholders.  The  executive's  objective  is  to 
build  a  School-to- Work  system  that  will  not  end  when  the  federal  funding  is  no  longer  available.  OPI  would  work  with 
local  school  staff  to  develop  the  career  counseling/exploration  component  of  School-to- Work.  OPI  staff  would  also 
coordinate  and  oversee  local  district  grants. 

This  request  includes  biennial  costs  of:  1)  $172,994  for  personal  services;  and  2)  $76,799  for  operating  expenses.  The 
budget  request  would  add  1.83  FTE,  which  includes  0.33  FTE  grade  19  administrator,  1.0  FTE  grade  16  program 
specialist,  and  0.5  grade  16  program  specialist.  The  incumbents  would  administer  the  funding  that  flows  to  the  local 
schools  and  communities.  They  would  also  have  the  responsibility  to  provide  technical  assistance  and  leadership  to  local 
schools  as  the  schools  developed  their  systems  and  standards. 

LFD  Issue  -  The  School  to  Work  project  was  approved  by  the  executive  in  fiscal  1999  as  a  budget  amendment. 
There  are  currently  two  modified  positions  with  incumbents,  a  1.0  FTE  grade  16  program  specialist  and  1.0  FTE 
grade  9  administrative  assistant.  In  evaluating  this  request,  the  legislature  may  wish  to  obtain  answers  to  the 
following  questions: 

1)  The  department  states  that  the  program  would  continue  after  federal  funding  is  terminated.  How  long  is  federal 
funding  anticipated?  What  funding  sources  will  be  used  when  the  federal  funds  are  no  longer  available?  What  are 
the  estimated  future  costs? 

2)  What  are  the  project  goals  and  anticipated  outcomes?  How  will  success  be  measured? 

DP  9  -  Improving  Montana  Schools  -  The  1997  legislature  approved  this  project  as  a  performance-based  budget  and 
provided  a  lump  sum  appropriation.  The  project  was  funded  with  $350,000  general  fund  as  a  restricted  biennial 
appropriation.  That  legislature  funded  4.0  FTE  to  staff  this  project.  As  a  performance-based  project,  the  OPI  established 
objectives  and  performance  measures  in  an  attempt  to  attain  its  goal  of  improving  Montana  Schools. 

The  executive  is  requesting  $790,267  general  fund  over  the  biennium  that  would  be  used  to  expand  implementation  of 
some  projects  and  complete  other  projects  linked  with  OPI's  school  improvement  initiative.  According  to  the  executive, 
the  goals  for  the  2001  biennium  include:  1)  revising  academic  standards  for  social  studies,  fine  arts,  library  media, 
vocational/practical  arts,  and  guidance;  2)  implementing  standards  and  a  system  of  statewide  assessment  procedures;  3) 
reviewing  Montana's  accreditation  process;  and  4)  completing  the  Montana  education  profile. 

The  request  would  add  2.5  FTE  to  the  4.0  FTE  appropriated  by  the  1997  legislature.  The  requested  FTE  includes  0.5  FTE 
(grade  9)  administrative  assistant,  1.0  FTE  (grade  9)  administrative  assistant,  and  1.0  FTE  (grade  16)  education  program 
specialist.  According  to  OPI,  the  incumbents  would  augment  the  existing  staff  in  undertaking  a  larger  operational  scope 
for  the  school  improvement  program.  Furthermore,  OPI  staff  stated  that  the  implementation  of  the  K-12  content  and 
performance  standards  would  require  technical  assistance  for  school  district  staff,  OPI  administration  staff,  and  the 
community. 
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LFD  Issue  -  The  1999  legislature  appropriated  $350,000  over  the  biennium  as  a  restricted  biennial  appropriation. 
The  executive  had  initially  requested  over  $1.6  million  for  the  biennium  and  provided  goals,  objectives,  and 
performance  measures  based  on  that  amount.  Because  of  the  reduced  appropriation,  OPI  restructured  its  goals  to 
conform  to  the  appropriation  amount.  OPI,  in  its  latest  report  to  the  Legislative  Fiscal  Division,  reported 
completion  of  the  revision  to  the  accreditation  standards  in  the  areas  of  reading  and  mathematics  and  projected 
the  completion  of  the  standards  for  communication  arts,  world  languages,  science,  and  health  in  fiscal  1999. 

This  proposal  more  than  doubles  in  fiscal  2000  and  triples  in  fiscal  2001  the  amount  the  1997  legislature 
appropriated  annually  for  this  project.  This  request  includes  biennial  costs  of:  1)  $158,643  for  personal  services; 
and  2)  $631,624  for  operating  expenses  (of  which  $227,109  would  be  used  for  indirect  administration  charges). 

Issues  for  the  legislature  to  consider  include: 

1)  does  the  legislature  wish  to  establish  goals,  objectives,  and  performance  measures  in  the  2001  biennium; 

2)  what  is  the  projected  completion  date  for  this  project  and  at  what  anticipated  expenditure  levels; 

3)  what  would  the  total  project  end  results  be  and  how  would  they  be  evaluated  for  success;  and 

4)  for  how  long  will  the  results  of  the  project  be  in  place?  At  what  point  will  project  updates  or  other  adjustments 
be  needed? 

If  the  legislature  approves  this  new  proposal,  it  may  wish  to  restrict  this  appropriation  to  this  specific  project.  If 
OPI  projects  completion  in  this  biennium,  the  legislature  may  wish  to  designate  the  appropriation  as  one-time- 
only. 

Even  though  the  project  is  no  longer  performanced-based,  the  legislature  may  wish  to  include  language  similar  to 
language  added  in  the  1997  session,  which  required  OPI  to  report  semiannually  on  its  progress  in  meeting  its  goals, 
objectives,  and  performance  measures  to  the  Office  of  Budget  and  Program  Planning  and  the  Legislative  Fiscal 
Division. 

DP  13  -  Cooperative  Purchasing-School  Food  -  The  executive  is  requesting  new  state  special  revenue  appropriation 
authority  that  would  provide  funding  for  OPI  to  administer  a  cooperative  purchasing  of  food  project.  Districts  currently 
purchase  their  own  school  food.  This  new  proposal  would  allow  school  districts  to  combine  their  food  orders  and  award 
one  contract.  As  a  result  of  volume  purchasing,  school  food  would  be  purchased  at  reduced  prices.  A  2.5  percent 
administrative  fee  would  be  assessed  by  OPI  and  billed  quarterly  on  food  purchased  under  the  cooperative  purchasing 
agreements.  The  executive  funds  this  program  with  state  special  revenue  from  the  school  lunch  program  fund,  which 
receives  its  revenue  from  the  2.5  percent  administration  fees. 

DP  14  -  Comprehensive  School  Reform  -  This  new  proposal  would  provide  funding  for  OPI  to  administer  the  federal 
Comprehensive  School  Reform  Demonstration  Program  at  a  biennial  cost  of  $70,000.  To  receive  the  federal  funding,  and 
in  accordance  with  the  U.S.  Department  of  Education  grant,  OPI  must  conduct  grant  competitions  to  award 
Comprehensive  School  Reform  Demonstration  Program  funds  to  Montana  school  districts.  The  federal  funds  may  be 
used  by  school  districts  to  implement  school  reform  model  programs  that  are  based  on  reliable  research  and  effective 
practices.  The  program  is  designed  to  assist  those  schools  that  need  to  substantially  improve  student  achievement, 
particularly  those  schools  eligible  for  Elementary  and  Secondary  Education  Act  (ESEA)  Title  I  funds.  OPI  would 
provide  technical  assistance  to  Montana  school  districts  in  the  development  and  implementation  of  the  grants  awarded  for 
this  federal  program. 
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Proprietary  Rates 

Program  Description 

OPI  Indirect  Cost  Pool  -  OPI's  internal  service  fund  (ATE  06512)  is  an  indirect  cost  pool.  Services  accounted  for  as 
indirect  costs  include  all  internal  payroll,  human  resources,  accounting,  budgeting,  cash  management,  financial  reporting, 
procurement,  word-processing,  mail  deliver,  library  services,  and  all  costs  that  can  not  reasonably  be  identified  with  a 
particular  program.  OPI's  indirect  cost  plan  is  prepared  in  accordance  with  federal  regulations  and  Section  17-3-1 11(1), 
MCA. 

Revenues  and  Expenses 

Revenues  to  this  account  are  based  on  expenditures  in  the  Administration  Program.  The  revenues  come  from  an 
assessment  to  all  personal  services  and  operations  expenditures.  Expenses  to  this  fund  are  the  costs  of  maintaining  the 
internal  services.  According  to  the  executive,  no  significant  change  in  services  or  level  of  fees  is  anticipated  for  the  fiscal 
2001  biennium. 


Report  on  Internal  Service  &  Enterprise  Funds 

2001  Bienn 

um 

Accounting  Entity 
Number 

Accounting  Entity  Name                       Agency  Number 

Agency 

Name 

Program  Name 

00512 

indtre*  Cost  Pool 

3501 
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Fund  Balance  Information 

Estimated 

Estimated 

Estimated 

FY94 

FY95 

FY96 

FY97 

FY98 

FY99 

FY00 

FY01 

Beginning  Retained  Earnings 

(7) 

(44,642) 

40.603 

75.301 

148.619 

101,632 

44,415 

(53.438) 

Increases 

Fee  Revenue 

69.096 

28,254 

70.458 

39.898 

561,480 

550.000 

656,249 

654,547 

Investment  Earnings 

0 

0 

0 

0 

0 

Transfers  In 

476,516 

393.097 

350,000 

424,818 

0 

Miscellaneous,  operating 

0 

0 

0 

0 

0 

Miscellaneous,  other 

516,812 

591.936 

635,386 

598,499 

621.095 

620,000 

672,875 

671,727 

Total  Increases 

1,062,424 

1,013,287 

1,055,844 

1,063,215 

1,182,575 

1,170,000 

1,329,124 

1,326,274 

(Decreases) 

Personal  Services 

604.563 

568.083 

556.447 

542.580 

653.446 

688.218 

733,680 

729,869 

Operations 

502.496 

364.205 

463,116 

447,317 

530,641 

538.999 

693,297 

633,334 

Transfers  Out 

0 

0 

0 

0 

0 

Miscellaneous,  operating 

0 

0 

0 

0 

0 

Miscellaneous,  other 

0 

0 

1.583 

0 

0 

Total  Decreases 

1,107,059 

932.288 

1,021,146 

989,897 

1,164,087 

1,227,217 

1,426,977 

1,363,203 

Adjustments  to  Beginning 

Retained  Earnings 

0 

4.246 

0 

0 

(45,475) 

Ending  Retained  Earnings 

(44,642) 

40,603 

75,301 

148,619 

101,632 

44,415 

(53,438) 

(90,367) 

Total  Contributed  Capital 

0 

0 

0 

0 

0 

Total  Fund  Equity 

(44,642) 

40,603 

75,301 

148,619 

101,632 

44,415 

(53,438) 

(90,367) 

Unreserved  Fund  Balance 

60  Days  of  Expenses  (i.e.  total 

of  personnel  services, 

operations,  and  miscellaneous 

operating  divided  by  6) 

184,510 

155.381 

169,927 

164,983 

197,348 

204,536 

237.830 

227,201 

Fee/Rate  Information  for  L 

egislative  Action: 



- Doni  iocIoH 

Authority 

-r\cUJUc&H3U"~~ 

Requested  Rates  for 

Internal  Service  Funds 

xxxx 

XXXX 

18% 

17% 

17% 

17% 

17%           OMB  A87 
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LFD  Issue  -  As  shown  in  the  proprietary  account  table,  expenditures  exceed  revenues,  and  the  account  has  a  negative 
retained  earnings  balance  in  fiscal  2000  and  2001.  The  reason  this  occurs  is  because  revenues  for  fiscal  years  2000  and 
2001  include  only  the  indirect  charges  against  base  expenditures  and  present  law  adjustments.  The  indirect  charges  on 
new  proposals  were  not  included  as  revenues  in  the  proprietary  account  table.  According  to  the  agency,  it  did  not  include 
these  revenues  because  of  the  uncertainty  of  the  approval  of  the  new  proposals.  If  these  revenues  had  been  included,  the 
projected  retained  earnings  balances  would  have  been  positive  in  both  fiscal  years.  However,  if  no  new  proposals  are 
approved,  the  agency  would  have  to  reduce  expenditures  based  on  actual  receipts. 

Rate  Explanation 

OPI  negotiates  a  three-year  "predetermined  rate"  with  the  U.S.  Department  of  Education.  The  rate  approved  for  the  fiscal 
years  1999-2001  is  17  percent.  The  agency  attempts  to  maintain  45  days  working  capital,  but  does  not  use  working 
capital  as  the  rate  to  be  approved  by  the  legislature. 

Significant  Present  Law 

The  indirect  cost  pool's  present  law  adjustment  is  slightly  more  than  $30,000  for  each  year  of  the  biennium  and  includes 
proprietary  funding  to:  1)  lease  a  van  for  mail  deliveries;  2)  provide  salary  adjustments  for  two  positions;  3)  provide  a 
contract  to  rewrite  system  interfaces  to  work  with  MT  PRRIME;  and  4)  fund  distributions  of  statewide  fixed  costs. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 

Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec  Budget 
Fiscal  00-01 

FTE 

.00 

00 

00 

.00 

00 

.00 

00 

00 

Personal  Services 

0 

0 

0 

0 

0 

0 

0 

0 

Operating  Expenses 
Local  Assistance 
Grants 

26,287 

462,529,925 

63,446,126 

0 

(4,681,430) 

7,832,287 

0 
11,172,799 
8,919,925 

26,287 

469,021,294 

80,198,338 

0 
(9,964,932) 
10,328,135 

0 

21,681,944 

3,083,061 

26,287 

474,246,937 

76,857,322 

52,574 
943,268,231 
157,055,660 

Total  Costs 

$526,002,338 

$3,150,857 

$20,092,724 

$549,245,919 

$363,203 

$24,765,005 

$551,130,546 

$1,100,376,465 

General  Fund 
State/Other  Special 
Federal  Special 

462,267,733 

1,000,000 

62,734,605 

(4,669,568) 

3 

7,820,422 

10,857,799 

330,000 

8,904,925 

468,455,964 

1,330,003 

79,459,952 

(9,953,070) 

3 

10,316,270 

21,651,944 

110,000 

3,003,061 

473,966,607 

1,110,003 

76,053,936 

942,422,571 

2,440,006 

155,513,888 

Total  Funds 

$526,002,338 

$3,150,857 

$20,092,724 

$549,245,919 

$363,203 

$24,765,005 

$551,130,546 

$1,100,376,465 

Program  Description 

The  Distribution  to  Public  Schools  program  is  used  by  OPI  to  distribute  various  state  and  federal  funds  to  local  education 
agencies. 

Funding 

Table  2  is  a  complete  listing  of  appropriations  by  fund  type  included  in  the  Distribution  to  Schools  program. 


Table  2 

Distribution  To  Schools  By  P 

rogram 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Budget 

Adjustments 

Proposals 

Executive 

Adjustments 

Proposals 

Executive 

Budget  Item 

1998 

Fiscal  2000 

Fiscal  2000 

2000 

Fiscal  2001 

Fiscal  2001 

2001 

General  Fund  Anorooriation 

Direct  State  Aid 

S274.SS7.243 

($3,331,118) 

$6,467,061 

$278,123,186 

($7,031,844) 

$12,924,720 

$280,880,119 

GTB 

116.722.492 

(2.687.089) 

3.288.638 

119.324.031 

(4.493.980) 

6.565.717 

120,764.199 

Retirement  GTB 

1S.257.993 

0 

0 

10.257.993 

0 

0 

19.257.863 

Special  Education 

32.405.137 

82.031 

487.100 

32.974.268 

82.031 

981.507 

33.468.875 

Transportation 

10.309.950 

400.000 

0 

10.709.950 

500.000 

0 

10.806.650 

Instate  Treatment 

759.2SS 

215.610 

0 

974.896 

215.610 

0 

974.866 

School  Facility  Reimbursement 

2.500.000 

500.000 

500.000 

3.500.000 

500.000 

1.000.000 

4.000.000 

Timber  Harvest 

1.504.912 

135.088 

0 

1.640.000 

255.088 

0 

1.760.000 

Secondary  Vo  Ed 

849.997 

3 

0 

650.000 

3 

0 

650.000 

Adult  Basic  Ed 

250.000 

0 

250.000 

0 

250.000 

Girted  &  Talented 

138.133 

11.667 

0 

150.000 

11.867 

0 

150,000 

Montana  Science  Institute  Grant 

0 

0 

100.000 

100.000 

0 

100.000 

100.000 

improving  Montana  Schools 

0 

0 

15.000 

15.000 

0 

80.000 

60.000 

School  Food 

648,645 

0 

0 

648.645 

0 

0 

648.645 

School  District  Audit  Filing  Fee 

133.675 

4.025 

0 

138.000 

8.160 

0 

142.135 

Total  General  Fund 

J462.287.733 

($4,669,563) 

$10,857,799 

$468,455,989 

($9,953,065) 

$21,851,944 

$473,966,612 

Stale  Soeclal  Revenue 

Traffic  Safety  Distribution 

$1,000,000 

$3 

S330.000 

1.330.003 

$3 

$110,000 

$1,110,003 

Federal  Soecial  Revenue 

ESEA  Title  II  Elsenhower  Prof.  Development 

$1,440  067 

$288,311 

$0 

$1,708,408 

$266,311 

$0 

1.708.408 

ESEA  Title  IV  Safe  &  Drug-Free  Schools 

1.968.875 

0 

0 

1.966.875 

0 

0 

1.966.875 

ESEA  Title  1 

27.122.243 

774.937 

0 

27.897  180 

774.637 

27.897,160 

ESEA  Title  VI 

1.322.279 

257.213 

0 

1.579.492 

257,213 

0 

1.579.492 

IDEA 

9.532.510 

4922.214 

0 

14,454.724 

7.418.062 

0 

16.950.572 

Adult  Basic  Education 

951.823 

951.623 

951.823 

Cart  Perkins 

2.791.310 

0 

2.791.310 

0 

2.791.310 

School  Food 

16.364.560 

16.364  560 

16.364.560 

ESEA  Title  III  Technology  Literacy  Challenge  Fund 

844.904 

1.577,506 

2.422.500 

1.577.506 

2.422.500 

Comprehensive  School  Reform 

0 

554.925 

554.925 

663.081 

663.061 

New  Teachers  for  Reduced  Class  Size 

0 

5.630.000 

5.630.000 

0 

0 

School-to-Worx 

0 

2.720.000 

2.720.000 

2.340.000 

2.340.000 

Misc  School  District  Grants 

397.914 

20.239 

416.153 

20,239 

0 

418.153 

Total  Federal  Special  Revenue 

$62  734  605 

$7  820  420 

$8  904  B25 

$79  459  950 

$10  316  268 

$3  003  081 

$76  053  934 

Total  HB  2  Distributions  to  Public  Schools 

$526,002,338 

$3,150,880 

$20,092,724 

$549,245,922 

$363,206 

$24,785005 

$551,130,549 

When  comparing  this  table  to  the  Program  table  minor  differences  are  due  to  rounding 
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Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 

0 

0 

Total  Statewide  Adjustments 

$0 

$0 

Present  Law  Adjustments 

2 

g 

10 

12 

13 

14 

15 

School  Facility  Payments  -  PL 
Transportation  Aid  -  PL 
Timber  Harvest  for  Technology 
PL  Adjustment  K-12  BASE  Aid 
Federal  Grant  Awards 
Biennial  Appropriations 
School  District  Audit  Filing  Fee 

00 
00 
.00 
00 
.00 
.00 
00 

500,000 

400,000 

135,088 

(6,018,187) 

0 

309,511 

4,025 

500,000 

400,000 

135,088 

(6,018,187) 

7,820,420 

309,511 

4,025 

00 
00 
.00 
00 
00 
00 
00 

500,000 

500,000 

255,088 

(11,525,824) 

0 

309,511 

8,160 

500,000 

500,000 

255,088 

(11,525,824) 

10,316,268 

309,511 

8,160 

Total  PL  Adjustments 

.00 

($4,669,563) 

$3,150,857 

00 

($9,953,065) 

$363,203 

Present  Law  Adjustments  Total 

$3,150,857 

$363,203 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  2  -  School  Facility  Payments  -  PL  -  The  executive  requests  general  fund  to  continue  funding  the  school  facility 
reimbursement  project  at  the  fiscal  1999  level.  The  1997  legislature  funded  this  program  in  HB  47  and  appropriated  $2.5 
million  in  fiscal  1998  and  $3.0  million  in  fiscal  1999.  The  reimbursement  is  made  to  low-wealth  schools  with  the 
following  goals:  1)  to  ensure  the  safely  of  students  in  public  schools  by  promoting  safe  school  facilities;  and  2)  to  promote 
a  measure  of  taxpayer  fairness  by  subsidizing  mill  levies  for  repayment  of  school  bonds  in  low  property  wealth  school 
districts  (please  refer  to  the  new  proposal  section  of  the  program  for  a  discussion  of  the  executive's  request  to  expand  the 
project). 

DP  8  -  Transportation  Aid  -  PL  -  The  executive  is  requesting  general  fund  to  increase  the  funding  for  K-12  school 
transportation.  School  districts  providing  student  transportation  between  home  and  school  in  excess  of  three  miles  are 
entitled  to  a  state  statutory  reimbursement  based  upon  rate  per  mile,  bus  size,  and  occupancy,  in  accordance  with  the 
payment  schedules  set  forth  in  Sections  20-10-141,  20-10-142  and  20-15-145,  MCA.  The  reimbursement  of  school 
districts'  transportation  costs  has  been  increasing  slowly  over  the  last  three  years,  and  according  to  the  agency, 
transportation  costs  are  expected  to  continue  to  increase.  In  fiscal  1996,  the  transportation  reimbursement  cost  was 
$10,159,658.  In  fiscal  year  1998,  these  costs  increased  to  $10,465,000  (3  percent  over  2  years).  OPI  projects  the  1999 
fiscal  cost  for  transportation  reimbursement  will  increase  to  about  $10,530,000  (less  than  1  percent).  The  executive  lists 
several  factors  that  can  contribute  to  the  increases  in  reimbursement  costs:  1)  increases  in  the  required  number  of  buses;  2) 
increases  in  the  number  of  eligible  riders;  3)  increases  in  the  number  of  bus  routes;  4)  increases  in  the  number  of 
individual  provider  contracts,  and  5)  declines  in  the  amount  of  district  re-appropriations. 

LFD  Issue  -  This  is  a  3.8  percent  general  fund  increase  to  support  transportation  funding.  The  Executive  Budget 
listed  several  factors  that  can  contribute  to  increased  transportation  costs.  However,  most  of  these  factors  would 
correlate  with  increased  enrollment.  Enrollment  for  the  2001  biennium  is  projected  to  decrease.  (Please  refer  to 
the  present  law  adjustment  and  new  proposal  discussing  increases  for  BASE  aid,  that  address  the  projected 
decreases  in  average  number  belonging  (school  enrollment).  The  legislature  may  wish  to  request  further 
justification  for  this  increase. 
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DP  1 0  -  Timber  Harvest  for  Technology  -  The  executive  is  requesting  increased  general  fund  appropriation  authority  to 
expand  technology  acquisition  with  timber  harvest  revenues  from  state  school  lands.  The  1995  legislature  enacted  HB 
201,  which  designated  revenues  from  increased  timber  harvests  on  state  school  lands  for  aid  to  school  districts  for 
technology  acquisition.  Funds  from  this  revenue  source  can  be  used  to  purchase,  repair,  and  provide  maintenance  for 
equipment  and  to  provide  technology  training  of  school  district  personnel.  The  funds  are  allocated  to  districts  based  on 
the  relative  size  of  the  district's  BASE  budget.  Funding  comes  from  timber  harvest  revenues  associated  with  harvest  on 
state  school  lands  in  excess  of  18  million  board  feet.  These  revenues  are  deposited  in  the  state  general  fund  and 
"earmarked"  for  the  technology  program.  Expenditure  is  limited  to  the  amount  generated  under  the  provisions  of  HB  201 . 
The  base  year  expenditure  from  timber  harvest  revenues  was  $1,504,912. 

The  Department  of  Natural  Resources  and  Conservation  (DNRC)  estimates  revenues  for  fiscal  1999  at  $1,640,000  and 
fiscal  2000  at  $1,760,000.  The  difference  between  the  estimated  revenue  and  the  base  expenditures  is  the  amount  OPI  is 
requesting  in  the  present  law  adjustment.  Revenues  generated  in  fiscal  1999  would  be  used  for  the  expenditures  in  fiscal 
2000,  and  revenues  generated  in  fiscal  2000  would  be  used  for  the  expenditures  in  fiscal  200 1 . 

LFD  Issue  -  The  legislature  may  desire  to  follow  the  actions  of  the  1997  legislature  and  restrict  this  appropriation 
to  this  specific  use  by  adopting  the  following  language:  "Item  [Timber  Harvest  for  Technology]  is  for  school 
technology  as  provided  in  20-9-534.  The  amount  expended  may  not  exceed  the  amount  paid  into  the  general  fund 
under  the  provisions  of  20-9-343(3)(a)(ii)." 

DNRC  is  projecting  that  revenues  in  fiscal  2001  will  fall  to  $1,000,000.  If  the  legislature  desires  to  approve  this 
present  law  adjustment,  it  may  desire  to  designate  the  appropriation  as  one-time-only  (OTO)  so  that  potentially 
higher  base  expenditures  do  not  carry  forward. 

DP  12  -  PL  Adjustment  K-12  BASE  Aid  -  The  executive  recommends  a  reduction  in  present  law  BASE  aid  of  $6.0 
million  in  fiscal  2000  and  $1 1.5  million  in  fiscal  2001. 

LFD  Discussion  and  Analysis:  K-12  Present  Law  BASE  Aid 


BASE  Aid  for  K-12  consists  of:  1)  direct  state  aid;  2)  guaranteed  tax  base  (GTB)  for  districts'  general  fund;  3)  GTB  for 
counties'  school  retirement  fund;  and  4)  a  small  amount  for  district  budget  amendments.  Spending  in  each  of  these 
categories  is,  at  least  in  part,  dependent  on  ANB,  which  is  dependent  on  enrollment  in  the  previous  year.  Table  3  shows 
historical  and  projected  ANB.  Projected  ANB  reflects  the  latest  count  of  students  in  October  1998.  The  executive 
projects  slightly  higher  ANB  (see  LFD  issue  below). 

Elementary  enrollment  will  continue  to 
decline  from  its  peak  in  fiscal  1995, 
mainly  as  a  result  of  falling  birth  rates, 
which  peaked  in  1982.  As  shown  in  Chart 
1,  children  born  in  1982  were  in  9th  grade 
in  fiscal  1997.  The  peak  in  live  births  is 
often  called  the  "baby  boom  echo".  These 
children  have  moved  through  the 
elementary  grades,  and  have  been  entering 
high  school  in  the  latter  1990's.  The  chart 
shows  that  the  number  entering  high 
school  began  dropping  in  fiscal  1998,  and 
this  trend  will  continue  for  many  years  in 
the     future.  Enrollments     in     both 

elementary  and  high  school  will  also 
continue  to  drop,  unless  offset  by  in- 
migration. 


Table  3 

Average  Number  Belonging  (ANB)  in  Montana  Schools 

Fiscal  Years  1994-2001 

Percent                          Percent 

Percent 

Fiscal  Year      Elementary       Change    High  Schools  Change 

Total     Change 

A      1994                                       111,497                                         45.457 

156,954 

A      1995'                                      114,772             2  9%                    47,818            5.2% 

162,590            36% 

A      1996                                       114,734             0  0%                    49,045            2.6% 

163,779            0.7% 

A     1997                                     114,160           -0.5%                   50,582           3.1% 

164,742            0.6% 

A      1998                                       112,449            -1.5%                    51,432            1.7% 

163,881           -05% 

E      1999"                                  109,860           -2.3%                   51,892           0.9% 

161,752          -1.3% 

E     2000"                                  107,638           -2.0%                   52,001           0.2% 

159,639          -1.3% 

E      2001"                                    105,301            -2.2%                    51,414          -1.1% 

156,715          -1.8% 

*  Includes,  for  the  first  time,  students  who  spend  more  than  1/2  day  in  special  education  class. 

"  OPI  projection  of  ANB 

A  =  Actual;  E  =  Estimated 
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Net  in-migration  of  population,  however,  has 
slowed  from  that  experienced  in  the  early  1990's. 
Between  1990  and  1995,  net  in-migration  of  total 
population  averaged  approximately  9,000  people 
per  year.  The  entire  Montana  population  grew  by 
only  2,000  between  1996  and  1997,  and  is 
expected  to  grow  at  this  slow  pace  through  200 1 . 

Private  and  home  school  enrollment  continues  to 
increase,  which  is  also  contributing  to  public 
school  enrollment  declines.  In  fiscal  1997,  there 
were  an  estimated  11,917  students  enrolled  in 
either  private  schools  or  home  schools.  Private 
enrollment  increased  by  633  students  in  fiscal 
1998,  or  by  5.3  percent. 

As  a  result  of  these  enrollment  declines,  state 
BASE  aid  is  expected  to  fall  by  $6.0  million  in 
fiscal  2000  and  by  $11.5  million  in  fiscal  2001 
when  compared  with  spending  in  fiscal  1998. 
State  GTB  for  county  school  retirement  funds  is  not  expected  to  change  during  the  2001  biennium.  Reduced  enrollments 
will  be  offset  by  increases  in  district  contributions  to  retirement  funds.  District  budget  amendments  for  fiscal  1999  are 
expected  to  increase  by  $4,000  over  the  amount  spent  in  fiscal  1998. 

LFD  Issue  -  The  executive's  present  law  adjustment  to  BASE  Aid  was  based  on  ANB  numbers  before  the  latest 
October  count  and  includes  actual  enrollment  numbers  for  the  1998-99  school  year.  Table  4  compares  the  ANB 
numbers  received  in  October  to  the  ANB  numbers  the  executive  used  in  developing  the  budget.  As  shown, 
elementary  projections  for  ANB  are  lower  in  both  years  of  the  2001  biennium  using  the  newer  October  counts. 
The  October  projections  for  high  school  ANB  are  higher  in  both  years  of  the  2001  biennium.  Total  ANB  in  fiscal 
2000  increases  by  28,  present  law  costs  increase  by  $249,926  relative  to  the  executive  budget  request.  In  fiscal  2001, 
the  total  ANB  decreases  by  600  and  the  present  law  amount  decreases  by  $849,052  relative  to  the  executive  budget 
proposal.  ANB  numbers  will  be  reviewed  again  in  February  1999  and  will  most  likely  support  another  adjustment 
in  the  BASE  aid. 
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Chart  1 
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Options: 

a)  increase  the  present  law 
adjustment  by  $249,926  in  fiscal  2000 
and  reduce  the  present  law 
adjustment  by  $849,052  in  fiscal  2001 
to  reflect  the  updated  enrollment 
numbers;  or 

b)  accept  the  executive  request. 


LFD      Comment 


Initiative  75  (CI-75) 
school  districts  not 
property  tax  revenue 
and  2001  than  was  collected  in  fiscal 


Constitutional 
requires  that 
collect  more 
in   fiscal  2000 


Table  4 

Comparison  of  Executive  Request 

and  October  ANB  Estimates 

Executive 

Elementary 
October 

High  Schools 
Executive     October 

Total 

Fiscal  Year 

Budqet 

Estimates 

Chance 

Budget      Estimates 

Chanae 

Chanae 

2000 
2001 

107.997 
106.044 

107.638 
105,301 

-359 
-743 

51,614              52,001 
51.271              51.414 

387 
143 

28 

-600 

Total  Change 

Executive 
Budget 

Fiscal  Impact 

Revised  Present 

Law  Request 

Annual 
Change 

■Mi 

2000 
2001 

($6,018,187) 
(1 1 .525.824) 

($5,768,261) 
(12.374.876) 

$249,926 
(849,052) 

Biennium  Change 

($599,126) 
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1999,  adjusted  for  revenue  due  to  new  property  entering  the  tax  base.  GTB-eligible  districts  that  experience 
enrollment  declines  and  attempt  to  maintain  general  fund  budget  levels,  will  require  an  increase  in  property  taxes 
devoted  to  the  district  general  fund.  Local  property  taxes  will  increase  because,  when  ANB  falls,  the  district 
receives  less  direct  state  aid  and  GTB.  Under  CI-75,  increases  in  property  taxes  (except  new  property)  require 
voter  approval.  However,  before  CI-75,  statute  allowed  districts  to  budget  in  the  current  year  at  the  lesser  of  last 
year's  budget  or  last  year's  budget  per  ANB  times  ANB  in  the  current  year.  In  most  cases,  the  statutory  criteria 
will  trigger  an  election  sooner  than  will  the  criterion  under  CI-75. 

Districts  that  experience  increasing  enrollment  will  have  a  higher  BASE  budget.  Under  statutory  law,  districts 
must  budget  at  least  at  the  BASE  budget  level.  Statute  allows  district  trustees  to  increase  permissively  the  required 
property  tax  revenue.  Under  CI-75,  such  property  tax  revenue  increases  can  only  be  accomplished  by  voter 
approval,  by  revenue  generated  on  new  property  in  the  district,  or  by  transfers  from  other  school  funds.  If  the 
issue  is  put  to  a  vote,  statute  will  be  violated  if  1)  there  is  no  new  property;  2)  no  other  funds  have  available 
revenue;  and  3)  the  voters  reject  the  property  tax  increase. 

For  a  discussion  of  K-12  funding  methodology,  see  the  Legislative  Budget  Analysis,  Overview  Volume,  "Budget 
Basics"  section. 

DP  13  -  Federal  Grant  Awards  -  Anticipated  increases  in  existing  federal  grants  are  listed  in  Table  5. 


Table  5 

Federal  Grants  Awards 

Present  Law  Adjustment 

Grant  Title 

Fiscal  2000 

-iscal  2001 

Title  I 

Title  ll 

Title  III 

Title  VI 

McKinney  Homeless 

IDEAB 

Total 

$774,937 
268,311 

1,577,506 

257.213 

20,239 

4.922.214 

$7,820,420 

$774,937 
268,311 

1,577,506 

257,213 

20,239 

7.418.062 

$10,316,268 

All  of  the  grant  awards  are  flow-through  funds  to  be 
distributed  to  the  school  districts.  Title  I  includes  specific 
grants  that  provide  financial  assistance  to  local  education 
agencies  to  meet  the  special  education  needs  of  educationally 
deprived  children.  The  act  is  targeted  for  school  attendance 
areas  with  high  concentrations  of  children  from  low- income 
families,  and  for  children  in  local  institutions  for  neglected  or 
delinquent  children.  Title  I  grants  additionally  provide 
funding  for  capital  expenditures. 

Title  II  grants  fund  the  Eisenhower  professional  development 
project,  which  provides  funding  to  strengthen  the  economic 
competitiveness  and  national  security  of  the  country  by 
improving  the  skills  of  teachers  and  quality  of  instruction  in 
mathematics  and  science. 


Title  III  is  the  technology  and  literacy  challenge  grant  and  provides  funding  for  technology  education  and  acquisitions. 
This  grant  provides  money  to  each  state  for  competitive  grants  to  school  districts  with  high  rates  of  poverty. 

Title  VI  is  the  improving  schools  grant  and  provides  funding  to  implement  promising  educational  programs  that  can  be 
supported  with  state  and  local  funds  after  those  programs  have  been  demonstrated  to  be  effective. 

The  McKinney  Homeless  grants  provide  funding  to  ensure  that  homeless  children  and  youths  enroll  in,  attend,  and 
achieve  in  school. 

The  IDEA  B  grants  support  special  education  and  school  improvement  projects  for  students  with  disabilities.  The  grants 
also  provide  financial  assistance  to  state  and  local  education  agencies  in  meeting  training  needs  of  personnel  working  with 
students  with  disabilities. 

DP  14  -  Biennial  Appropriations  -  The  executive  is  requesting  increased  general  fund  for  four  project  areas:  1)  In-state 
treatment,  $215,610;  2)  gifted  and  talented,  $11,867;  3)  special  education,  $82,031;  and  4)  secondary  vocational 
education,  $3.     These  increases  would  bring  annual  funding  to  one-half  of  the  amounts  appropriated  as  a  biennial 
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appropriation  in  the  1999  biennium. 

DP  15  -  School  District  Audit  Filing  Fee  -  The  executive's  request  increases  general  fund  for  school  district  audit  filing 
fees.  This  increase  would  allow  school  districts  to  pay  for  audit  filing  fees  in  accordance  with  the  Department  of 
Commerce's  fee  schedule,  which  is  based  upon  school  district  revenues.  Payment  of  this  fee  from  OPI  to  the  Department 
of  Commerce  is  required  by  Section  2-7-514  (2),  MCA.  This  increase  assumes  district  revenues  statewide  would  increase 
an  average  of  3  percent  each  year. 


New  Proposals 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001            Fiscal  2001 

Fiscal  2000              General 

Total 

Fiscal  2001 

General                  Total 

Description 

FTE                       Fund 

Funds 

FTE 

Fund                    Funds 

1            K-12  BASE  Aid  and  Special  Education 

00             10,242,799 

10,242,799 

.00 

20,471,944             20,471,944 

3            Improving  Montana  Schools  (09)-NP 

.00                    15,000 

15,000 

00 

80,000                   80,000 

5            Traffic  Education  -  NP 

00                            0 

330,000 

.00 

0                  110,000 

6            School  Facility  Payments  -  NP 

.00                 500,000 

500,000 

.00 

1,000,000               1,000,000 

7             School  to  Work  (09)-NP 

00                            0 

2,720,000 

.00 

0              2,340,000 

9           Comprehensive  School  Reform  (09)-NP 

.00                            0 

554,925 

.00 

0                 663,061 

1 7          New  teachers  for  reduced  class  size 

00                            0 

5,630,000 

00 

0                            0 

1 8          Montana  Science  Institute  Grant 

00                   100,000 

100,000 

.00 

100,000                  100,000 

Total  New  Proposals 

.00           $10,857,799 

$20,092,724 

.00 

$21,651,944           $24,765,005 

New  Proposals 

DP  1  -  K-12  BASE  Aid  and  Special  Education 

-  The  executive  is 

jroposing  to 

increase 

the 

per-district  and  per-ANE 

schedules  by  3.5  percent  for  elementary  districts  and  by  1.5  percent  for  high  school  districts  during  each  year  of  the 
biennium.  The  state  appropriation  for  special  education  purposes  is  also  proposed  to  be  increased  by  1.5  percent  per  year. 
State  general  fund  spending  on  BASE  Aid  would  increase  by  $9.8  million  in  fiscal  2000,  and  by  $19.5  million  in  fiscal 
2000,  a  total  of  $29.3  million  during  the  biennium.  State  general  fund  spending  for  special  education  would  increase  by 
$487,100  in  fiscal  2000  and  by  $981,507  in  fiscal  2001. 

According  to  the  executive,  the  purpose  of  this  increase  is  to  raise  district  BASE  and  maximum  budgets  to  allow  districts 
to  1)  maintain  the  standards  of  educational  programs  in  spite  of  declining  enrollments;  2)  prevent  the  balance  between 
state  and  local  aid  for  schools  from  tipping  further  in  the  direction  of  local  property  taxpayers;  and  3)  provide  additional 
state  support  for  special  education  services. 

LFD  Discussion  and  Analysis:  K-12  BASE  Aid  -  New  Proposal 

As  a  result  of  declining  enrollments,  many  school  districts,  especially  elementary  districts,  have  had  to  reduce  district 
general  fund  budgets.  Fewer  students  means  a  lower  mandated  maximum  budget,  above  which  districts  may  not  spend 
(unless  grandfathered  in  by  HB  663,  passed  during  the  1993  legislative  session).  In  95  school  districts,  the  general  fund 
budget  in  fiscal  1998  exceeded  the  district  maximum  budget  in  fiscal  1999.  According  to  OPI,  these  districts  have  had  to 
eliminate  programs,  consolidate  services,  and  terminate  staff. 

These  districts  represent  21  percent  of  Montana's  school  districts  and  17  percent  of  the  students  (ANB).  In  addition, 
another  71  districts  with  25  percent  of  the  students  are  within  5  percentage  points  of  their  budgetary  maximums. 

Of  the  95  districts  which  have  had  to  reduce  general  fund  budgets  in  fiscal  1999,  85  are  either  elementary  districts  or  a  K- 
12  district  providing  an  elementary  program.  Elementary  enrollments  have  been  declining  rapidly.  Elementary  (K-8) 
enrollments  dropped  by  1,728  in  fiscal  1997,  by  2,713  in  fiscal  1998  and  by  an  estimated  2,470  in  fiscal  1999.  K-8 
enrollments  are  expected  to  drop  by  another  1,961  in  fiscal  2000  and  1,727  in  fiscal  2001.  By  fiscal  2001,  a  typical 
elementary  school's  maximum  budget  will  be  reduced  by  4.2  percent  relative  to  levels  in  fiscal  1999.  Inflation  is 
expected  to  increase  by  approximately  4.4  percent  between  fiscal  1999  and  fiscal  2001 .  Under  the  executive  proposal,  the 
average  elementary  inflation-adjusted  maximum  budget  per  student  will  rise  by  7.11  percent  between  fiscal  1999  and 
fiscal  2001. 
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High  school  enrollments  are  expected  to  peak  in  fiscal  1999  and  decline  by  570  students  in  fiscal  2000  and  by  619 
students  in  fiscal  2001 .  By  fiscal  2001,  a  typical  high  school's  maximum  budget  will  be  reduced  by  0.9  percent  relative  to 
levels  in  fiscal  1999.  Under  the  executive  proposal,  the  average  highschool  inflation-adjusted  maximum  budget  per 
student  will  fall  by  0.4  percent  between  fiscal  1999  and  fiscal  2001. 


Table  6 
K-12  General  Fund  Entitlements 


Current  Law    Executive  Request    Percent  Change    Executive  Request    Percent  Change 
Fiscal  1999  Fiscal  2000         from  Fiscal  1 999        Fiscal  2001  from  Fiscal  2000 


Table  6  compares  the  basic  entitlements 
and  per  ANB  amounts  between  the  fiscal 

1999  level  and  the  executive's  request  for 
fiscal  2000  and  2001.  The  1997 
legislature  in  HB  47  increased  per- 
district  entitlement  by  4.7  percent  in 
fiscal  1998  and  held  that  rate  constant  in 
fiscal  1999.  The  legislature  increased 
ANB  entitlements  by  1.0  percent  in 
fiscal  1998  and  2.0  percent  in  fiscal 
1999.  This  proposal  would  increase  the 
base  aid  formula  to  provide  increased 
state  aid  to  all  districts. 

This  proposal  would  increase  direct 
entitlements  to  elementary  districts  from 
the  current  $18,000  to  $18,630  in  fiscal 

2000  and  $19,282  in  fiscal  2001.  In  high 
school  districts  the  increase  would  be  from  the  current  $200,000  to  $203,000  in  fiscal  2000  and  $206,045  in  fiscal  2001. 
Additionally,  per  ANB  entitlements  for  elementary  and  high  schools  would  increase  as  shown  in  Table  6.  The  reductions 
listed  under  the  table  are  part  of  current  law  and  would  not  change.  The  effect  of  this  proposal  would  be  to  increase  the 
state's  share  of  district  general  fund  costs. 


Elementarv 

Per  School  District 

$18,000 

$18,630 

Per  ANB* 

3,410 

3,529 

Hifh  School" 

Per  School  District 

$200,000 

$203,000 

Per  ANB* 

4.773 

4,845 

3.5% 

$19,282 

3.5% 

$3,653 

1.5% 

$206,045 

1.5% 

$4,917 

3.5% 
3.5% 


1.5% 
1.5% 


•  The  ANB  entitlement  for  elementary  schools  is  reduceded  by  $.20  for  each  additional  ANB  up  to  the  1000th 
ANB  and  for  high  schools  by  $.50  ANB  up  to  the  800th  ANB. 

••  Schools  with  ANB  in  7th  and  8th  grades  are  allowed  to  use  the  high  school  per  ANB  entitlements  for  their 
7th  and  8th  graders  and  a  pro  rata  share  of  the  high  school  per  district  entitlement. 


LFD  Issues  -  The  executive's  estimated  impact  on  BASE  Aid  spending  of  the  proposed  changes  in  entitlements  are 
$9.8  million  in  fiscal  2000  and  $19.5  million  in  fiscal  2001.  However,  these  amounts  have  not  been  adjusted  for  the 
October  1998  ANB  numbers.  Further,  the  estimated  increase  in  spending  includes  the  impact  of  two  separate 
decisions,  because  increases  in  special  education  funding  for  schools  will  increase  GTB  for  districts'  general  fund. 
In  the  options  below,  the  decision  to  fund  an  increase  in  the  BASE  schedules  is  separate  from  the  decision  to 
increase  special  education  funding.  Table  7  provides  a  breakdown  of  the  BASE  aid  executive  request  in  these  two 
categories. 

The  state's  share  of  funding  for  school 
district  general  fund  budgets  has  declined 
steadily  over  the  past  8  years,  from  71 
percent  in  fiscal  1991  to  63  percent  in 
fiscal  1998.  As  the  state  share  of  public 
school  funding  has  declined,  district 
taxpayers  have  picked  up  the  burden 
through  property  tax  increases.  District 
property  taxes  for  funding  district 
general  fund  budgets  have  increased 
from  $75.5  million  in  fiscal  1991  to  $194 
million  in  fiscal  1998,  an  increase  of 
$118.5  million  in  seven  years.  There  are 
several  reasons  for  this  increase:  1)  HB 
663   (1993    legislative   session)    required 


Table  7 

Executive  Proposed  Increase  in  BASE  Aid 

Fiscal  2000 

Fiscal  2001 

Increase  In  Direct  State  Aid  plus  Guaranteed  Tax  Base 

Increase  Elem  by  3.5%/yr.  High  School  by  1  5%/yr  only 
Above  Increase  plus  Increase  special  education  by  1 .5% 

$9,655,766 
9,749.020 

$19,209,712 
19.398,400 

Difference 

93.254 

188,688 

Special  Education  Funding  from  State  general  Fund 

Increase  Elem  by  3.5%/yr,  High  School  by  1  5%/yr  only 
Above  increase  plus  increase  special  education  by  1.5% 

$32,487,168 
32.974.268 

$32,487,168 
33,468,675 

Difference 

487.100 

981 ,507 

Total  Difference 

$580,354 

$1,170,195 
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schools  budgeting  below  the  BASE  budget  to  increase  budgets  incrementally  to  the  BASE  budget  level  by  fiscal 
1998;  2)  the  legislature  reduced  the  general  fund  schedules  and  the  associated  state  funding  by  4.5  percent  effective 
in  fiscal  1995;  3)  ANB  counts  increased  by  nearly  11  percent  during  the  period;  and  4)  voters  in  many  districts 
approved  budget  increases  requiring  more  in  overBASE  property  taxes.  OverBASE  taxes  are  the  amounts 
funding  the  portion  of  the  budget  above  the  BASE  budget  and  are  strictly  a  local  responsibility. 

CI-75  Comment  -  Raising  the  schedules  will  have  two  important  impacts  on  schools  in  light  of  CI-75.  As 
mentioned  in  the  present  law  section,  a  reduction  in  a  district's  ANB  will  result  in  less  state  funding  and  more  local 
property  tax  funding  for  schools  that  wish  to  maintain  general  fund  budget  levels.  Raising  the  schedules  in 
districts  which  are  experiencing  enrollment  declines  will  result  in  more  state  aid  and  will  require  less  local 
property  tax  funding  than  under  current  law.  Thus,  the  proposed  increase  will  relieve  many  districts  from  having 
to  vote  to  increase  property  tax  revenue.  School  districts  will,  however,  be  required  to  ask  voters  to  approve  any 
budget  increases,  or  budget  increases  per  ANB,  as  per  statute. 

Raising  the  BASE  budget  (the  80  percent  budget)  will  impact  many  schools  which  currently  spend  at  or  near  that 
level.  State  law  requires  that  districts  budget  their  general  fund  at  a  level  which  at  least  equals  the  BASE  budget. 
CI-75  requires  that  voters  approve  any  property  tax  revenue  that  exceeds  the  amount  collected  in  fiscal  1999, 

adjusted  for  new  property.  Districts  that  put  the 
question  of  a  revenue  increase  before  the  voters  and 
are  turned  down  will  be  in  violation  of  school  law 
requiring  districts  to  budget  at  the  BASE  level.  This 
might  raise  an  issue  of  equalization  statewide.  Table  8 
shows  the  number  of  schools  that  would  have  fallen 
below  the  BASE  budget  if  the  executive's  proposed 
schedule  increase  had  occurred  in  fiscal  1998. 

Special  Ed  Comment  -  The  special  education 
appropriation  of  approximately  $32.4  million  has  not 
been  increased  since  fiscal  1989.  In  fiscal  1997, 
districts  reported  spending  $57  million  in  costs 
associated  with  special  education  students,  of  which 
the  state  contribution  was  57  percent. 


Table  8 

Number  of  Schools  Falling  Below  BASE  Budget 

As  A  Result  of  Raising  Schedules 

If  Raise 

If  Raise 

Schedules  by: 
HS  =  1.5% 

Percent  of 

Schedules  by: 
HS  =  3.0% 

Percent  of 

Grade  Level 

Elem 

=  3.5% 

All  Schools 

Elem  =  7.1% 

All  Schools 

High  Schools 

Elementary 

K-12 

32 

102 
13 

28.3% 
34.9% 
25.0% 

38 

125 

13 

33.6% 
42.8% 
25.0% 

All  Schools 

147 

32.2% 

176 

385% 

Based  on  Fiscal  1998  Budgets 

Chart  2  below  shows  the  diminution  in  state  support  for  special  education  spending  has  fallen  even  faster  than  for 
non-special  education  students.    The  state  provided  76  percent  of  all  costs  associated  with  the  average  special 

education  student  in  fiscal  1993, 
compared  with  62  percent  in  fiscal 
1998.  In  this  calculation,  all  support 
and  all  costs  includes  special  education 
dollars,  direct  state  aid,  and  GTB. 
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Chart  2 

School  General  Fund  Budgeted  Spending  per  Student 

By  Type  of  Pupil  and  by  Source  of  Revenue 
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Local  Support:  local  property  tales,  nonlevy  and  FBR 

State  Support:  DSA.  GTB,  Spec  ED 

Enrollment:  1998.  147,297,  regular  ed,  18,739  Epec  ed:  1993:  141.733.  regular  ed,  18,258.  spec  ed 
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Special  Ed 


The  distribution  of  the  state  special 
education  appropriation  among  school 
districts  has  also  been  substantially 
changed.  Current  law  allows  that  a 
portion  of  the  state  appropriation  be  set 
aside  to  compensate  districts  that  had 
extraordinary  special  education  costs. 
Eligibility  for  these  reimburse-ments 
was  intended  to  be  the  exception, 
rather  than  the  rule.  Over  time,  the 
reimbursements,   and   the   number  of 
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schools  eligible  for  reimbursements,  has  grown.  As  a  result,  the  level  of  block  grants  has  fallen. 

Summary  -  The  executive  proposes  increasing  BASE  aid  to  schools  for  elementary  districts  and  high  school 
districts.  The  executive  also  proposes  increasing  the  special  education  appropriation  to  school  districts.  These  are 
two  separate  decisions,  as  outlined  in  the  options  below. 

Options: 

la)  maintain  BASE  aid  schedules  at  the  fiscal  1998  rates; 

lb)  approve  an  increase  in  the  BASE  aid  schedules  but  at  different  percentages  than  the  executive  has  requested; 
or 

lc)  adopt  the  schedule  increases  proposed  by  the  executive. 

And 

2a)  maintain  the  present  law  level  of  special  education  funding;  or 

2b)  increase  special  education  funding  an  amount  different  than  proposed  by  the  executive;  or 

2c)  adopt  the  special  education  increase  proposed  by  the  executive. 

For  a  discussion  of  K-12  funding  methodology,  see  the  Legislative  Budget  Analysis,  Overview  Volume,  "Budget 
Basics"  section. 

DP  3  -  Improving  Montana  Schools  (09VNP  -  The  executive  is  requesting  new  general  fund  that  would  provide  $45,000 
in  grants  to  three  schools  to  be  demonstration  sites  for  the  school  improvement  project.  Additionally,  this  proposal  would 
provide  $50,000  for  stipends  for  teachers  who  successfully  earn  certification  from  the  national  board  for  professional 
teaching  standards. 

LFD  Comment  -  The  executive  is  requesting  to  expand  the  "Improving  Montana  Schools"  project.  The  1997 
legislature  approved  a  restricted,  biennial  appropriation  of  $350,000  for  this  project  for  the  1999  biennium.  That 
request  was  provided  as  a  lump  sum  for  a  performance-based  project  and  provided  funding  for  4.0  FTE  in  the 
Administration  Program. 

This  proposal  adds  $95,000  over  the  biennium  for  the  project  that  was  funded  as  a  performance-based  project  with 
legislative  approved  goals  and  objectives.  The  executive's  new  request  does  not  list  goals  or  objectives  to  be 
obtained  from  the  assessments  being  funded  from  this  request. 

LFD  Issue  -  The  use  of  bonuses  for  teachers  to  receive  a  certification  level  is  a  policy  issue  for  the  legislature  to 
consider.  The  legislature  may  wish  to  ask  the  department  what  the  compelling  state  interest  is  in  teachers 
achieving  national  certification  and  whether  the  interest  supercedes  the  interest  of  the  individual.  The  legislature 
may  also  be  concerned  with  the  issue  of  equity  amongst  other  professional  state  employees,  as  certification 
attainment  in  other  state  professions  is  not  rewarded  with  stipends. 

Options 

1)  accept  the  executive's  budget; 

2)  accept  the  grants  portion  of  the  budget  but  do  not  accept  the  portion  that  provides  funding  for  bonuses;  or 
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3)  do  not  accept  this  new  proposal. 

DP  5  -  Traffic  Education  -  NP  -  This  new  proposal  would  increase  the  amount  OPI  would  be  able  to  reimburse  school 
districts  for  the  cost  of  the  drivers'  education  program.  The  revenues  to  support  this  program  are  derived  from  26.25 
percent  of  each  driver's  license  fee  and  8.75  percent  of  each  duplicate  driver's  license  fee  deposited  into  the  state  traffic 
education  account. 

The  amount  of  revenue  collected  annually  is  approximately  $1.2  million,  of  which  $80,000  is  set  aside  for  administrative 
costs,  and  the  balance  is  available  for  driver  education  reimbursement  to  school  districts.  According  to  the  agency,  the 
statewide  average  cost  for  putting  a  student  through  a  traffic  (driver)  education  course  is  about  $252.  Under  the  present 
distribution  restrictions,  OPI  has  reimbursed  schools  an  average  of  39  percent  of  their  actual  costs.  The  other  61  percent 
are  received  from  a  school's  general  fund  or,  most  frequently,  user  fees  charged  to  the  student.  OPI  is  requesting  an 
increase  in  funding  to  reduce  the  potential  costs  to  students  and  attempt  to  increase  the  percentage  of  students  taking  the 
course. 

LFD  Issue  -  Table  9  shows  an  accounting  entity  review  of 
the  Traffic  and  Safety  Education  Account. 

As  shown  in  the  table,  based  on  projected  on-going 
revenues  and  the  executive's  proposed  expenditures,  this 
account  will  have  a  negative  fund  balance  in  fiscal  2000. 
The  executive  is  projecting  decreases  in  revenues  of  18.9 
percent  in  fiscal  2000  and  23.6  percent  in  fiscal  2001.  If 
the  legislature  desires  to  approve  this  new  proposal  and 
maintain  a  positive  fund  balance,  the  proposal  should  be 
reduced  to  $151,410  in  fiscal  2000  and  $0  in  fiscal  2001. 

DP  6  -  School  Facility  Payments  -  NP  -  The  executive  requests  new  general  fund  authority  to  expand  the  payments  to 
school  districts  for  school  facility  reimbursement.  As  a  part  of  school  funding  equalization,  the  state  makes  payments  to 
low-wealth  school  districts  for  debt  service  payments  for  school  facilities.  New  bonds  are  issued  by  qualifying  school 
districts  each  year.  The  executive  requests  an  increase  of  $500,000  in  fiscal  2000  and  $1,000,000  in  fiscal  2001  to  extend 
the  aid  to  school  districts  for  new  facilities. 


Table  9 

Accounting  Entity  Review 

Traffic  and  Safety  Education  Account 

Fiscal  1998 

Fiscal  1999  F 

seal  2000 

Fiscal  2001 

Beginning  Balance                             $174,724 

$239,542 

$219,487 

($178,589) 

Revenues: 

Dnvers  License                             1.268.265 

1.194.000 

1.027,000 

973.000 

Student  Tuition                                       6.560 

7.000 

7,000 

7.000 

Total  Revenues                          1.274.825 

1.201.000 

1.034,000 

980.000 

Disbursements                                (1.206.040) 

(1.221.055) 

(1.432.076) 

(1,211,782) 

Adjustments                                           (3.967) 

0 

0 

Ending  Fund  Balance                          $239,542 

$219,487 

($178,569) 

($410,371) 

Base  year  expenditures  were  $2.5  million.  Montana  has  established  a  formula  in  statute  for  providing  state  payments  to 
low- wealth  school  districts  to  assist  with  debt  service  payments  on  school  bonds  sold  after  July  1,  1991.  If  the  legislative 
appropriation  is  less  than  the  payment  amount  for  which  school 
districts  qualify,  statute  directs  the  Office  of  Public  Instruction  to 
pro-rate  the  appropriation  amount  among  the  eligible  schools.  On 
the  average,  seven  new  districts  have  been  added  to  the  school 
facility  payment  program  each  year.  Table  10  is  a  payment  history 
for  this  program: 


Year 


LFD  Issue  -  Sections  20-9-366  through  20-9-371,  MCA,  describe 

the    eligibility    of  school    districts    to    receive    school    facility 

reimbursement    payments.       If   the    district    mill    value    per 

elementary  or  high  school  ANB  is  less  than  the  corresponding 

statewide  mill  value  per  elementary  or  high  school  ANB,  the 

district  may  receive  a  state  advance  or  reimbursement  for  school 

facilities  in  support  of  the  debt  service  fund.  Also,  eligibility  requires  a  facility  to  have  been  built  and  approval  for 

the  sale  of  bonds.  The  executive  is  proposing  to  increase  school  facility  payments  by  20  percent  in  fiscal  2000  and 

40  percent  in  fiscal  2001 


Table  10 

Number  of  School  Districts  Receiving 

School  Facility  Reimbursement 

and  Proration 


Number  of  Districts 

Receiving  Payments  Appropriation   Prorate 


1994 
1995 
1996 
1997 
1998 


14  districts 

$1.0  Million 

90% 

20  districts 

$1.0  Million 

72% 

27  districts 

$1.5  Million 

94% 

37  districts 

$2.0  Million 

76% 

49  districts 

$2.5  Million 

79% 
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The  executive's  recommended  funding  level  was  based  upon  two  factors,  both  of  which  are  policy  issues  for 
legislative  consideration: 

1)  Over  200  school  districts  currently  meet  the  low  mill  value  criteria.  As  more  of  these  schools  build  and  approve 
bonds,  the  state's  potential  liability  will  grow;  and 

2)  It  is  the  executive's  intent  to  fund  a  large  percentage  of  eligible  school  districts.  Consequently,  if  all  eligible 
school  districts  were  funded,  future  costs  would  grow  to  several  million. 

If  the  legislature  wishes  to  control  expenditures  in  this  program,  it  may  wish  to:  1)  change  the  eligibility 
requirements;  and/or  2)  fund  the  proration  at  a  level  below  the  executive's  request  of  100  percent. 

DP  7  -  School-to- Work  (091-NP  -  The  executive  is  requesting  new  federal  special  revenue  appropriation  authority  to  fund 
a  new  federally  funded  school-to-work  project.  The  state's  school-to-work  plan  provides  a  framework  for  school-based 
learning,  work-based  learning  and  connecting  activities,  based  on  high  standards  and  the  integration  of  academic  and 
vocational  education.  Within  the  scope  of  the  executive's  plan,  it  is  up  to  the  communities  throughout  the  state  to 
determine  how  best  to  use  their  local  resources  to  develop  systems  in  their  communities.  The  executive  funds  this  new 
project  entirely  with  federal  funding. 

DP  9  -  Comprehensive  School  Reform  (09)-NP  -  The  executive  requests  new  federal  funding  authority  to  provide  for  the 
distribution  of  federal  Comprehensive  School  Reform  Demonstration  funds  to  school  districts.  The  federal  funding  may 
be  used  by  school  districts  to  implement  school  reform  model  programs  that  are  based  on  reliable  research  and  effective 
practices.  The  program  is  designed  to  assist  those  schools  that  need  to  substantially  improve  student  achievement, 
particularly  those  schools  eligible  for  Elementary  and  Secondary  Education  Act  (ESEA)  Title  I  funds.  The  majority  of 
these  funds  (95  percent)  will  be  distributed  to  Montana  school  districts  through  a  competitive  grant  process  administered 
by  OPI.  Provisions  of  the  grant  state  OPI  may  use  5  percent  of  the  funding  for  administrative  costs  and  technical 
assistance. 

DP  17  -  New  Teachers  for  Reduced  Class  Size  -  This  new  proposal  provides  new  federal  funding  of  $5.63  million  in  fiscal 
2000  to  reduce  class  sizes.  Congress  has  approved  a  new  program  to  reduce  class  sizes  by  providing  support  for  local 
districts  to  hire  new  teachers.  In  accordance  with  federal  mandates,  the  Office  of  Public  Instruction  must  distribute  100 
percent  of  the  funds  received  to  local  education  agencies,  allocating  80  percent  by  poverty  and  20  percent  by  population. 
School  districts  must  use  the  funds  to  reduce  class  size  by  recruiting,  hiring  and  training  certified  regular  and  special 
education  teachers.  Particular  consideration  must  be  given  to  reducing  class  size  in  the  early  elementary  grades.  Districts 
that  have  already  reduced  class  size  in  grades  1-3  to  18  or  fewer  students  may  use  the  funds  to  add  special  education 
teachers,  further  reduce  class  size  in  grades  1-8,  reduce  class  size  in  kindergarten  or  other  grades,  or  carry  out  professional 
development  activities. 

LFD  Issue  -  Although  not  designated  as  a  one-time-only  appropriation,  this  federal  funding  is  only  for  fiscal  year 
2000.  The  one-time-only  funding  raises  several  legislative  concerns. 

1)  Additional  teachers  are  an  on-going  cost,  and  no  provision  is  made  for  funding  for  fiscal  2001  and  beyond. 

2)  The  applicant  pool  may  be  reduced  if  prospective  teachers  know  there  is  only  one  year  of  funding  for  the 
positions  being  advertised.  Is  there  a  sufficient  and  qualified  base  of  applicants  to  fill  these  new  teacher  positions? 

3)  Reduced  class  sizes  requires  more  classrooms.  How  will  schools  handle  the  demand  for  increased  numbers  of 
classrooms? 

4)  Who  determines  what  a  professional  development  activity  is? 


OFFICE  OF  PUBLIC  INSTRUCTION  E-2 1  DISTRIBUTION  TO  PUBLIC  SCHOOLS 


OFFICE  OF  PUBLIC  INSTRUCTION  9-DISTRIBUTION  TO  PUBLIC  SCHOOLS 

If  the  legislature  desires  to  approve  this  appropriation  authority,  it  may  desire  to  designate  the  appropriation  as 
one-time-only.  This  action  prevents  the  expenditures  from  building  the  base  in  the  next  biennium  budget  when 
funding  for  this  item  may  not  be  available. 

DP  18  -  Montana  Science  Institute  Grant  -  The  Executive  Budget  includes  $100,000  per  year  of  new  general  fund 
authority  for  grants  to  the  Montana  Science  Institute  (MSI),  formerly  called  the  Canyon  Ferry  Limnological  Institute. 
MSI  would  use  these  funds  to  provide  instruction  for  40-60  students  per  day  during  the  180-day  academic  year. 

According  to  the  agency,  the  state  grant  would  help  MSI  provide  programs  for  students  from  school  districts  that  (for 
example)  have  reached  their  spending  caps  or  who  have  received  insufficiencies  in  science  accreditation.  Participants 
would  be  chosen  by  a  selection  committee,  consisting  of  8-12  members  who  are  nominated  by  stakeholders.  A  variety  of 
programs  ranging  from  one  day  to  two  weeks  would  be  provided  for  elementary,  middle,  and  high  school  students. 

According  to  the  agency,  some  of  the  objectives  of  this  program  include:  1 )  creating  model  teaching  methods  for  teacher 
emulation;  2)  the  inclusion  of  field,  laboratory,  and  telecommunications  into  the  teachers  methodologies;  3)  encouraging 
parent  participation;  4)  engaging  students  and  teachers  with  increased  challenges;  and  5)  utilizing  partnerships  with 
resource  agencies. 

LFD  Issue  -  If  the  legislature  wishes  to  approve  this  new  general  fund  project,  it  may  wish  to  designate  the 
program  as  one-time-only  and  restrict  the  appropriation  to  this  specific  purpose  in  order  to  evaluate  the 
effectiveness  of  the  program.  Some  issues  for  consideration  are: 

1)  who  measures  the  effectiveness  of  this  program  and  how  is  it  measured; 

2)  is  there  matching  federal  money  to  offset  general  fund;  and 

3)  is  the  program  fair  and  equitable  if  it  is  not  available  for  all  students? 
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Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec  Budget 
Fiscal  2001 

Exec  Budget 
Fiscal  00-01 

FTE 

4.00 

(.25) 

.00 

3.75 

(25) 

.00 

375 

3.75 

Personal  Services 
Operating  Expenses 
Equipment 

157,489 

137,909 

2,937 

1,633 

7,330 

(2,937) 

0 

22,141 

0 

159,122 

167,380 

0 

706 

6,145 

(2,937) 

0 

22,141 

0 

158,195 

166,195 

0 

317,317 

333,575 

0 

Total  Costs 

$298,335 

$6,026 

$22,141 

$326,502 

$3,914 

$22,141 

$324,390 

$650,892 

General  Fund 
State/Other  Special 

122,058 
176,277 

13,425 
(7,399) 

20,436 
1,705 

155,919 
170,583 

11,475 
(7,561) 

20,436 
1,705 

153,969 

170,421 

309,888 
341,004 

Total  Funds 

$298,335 

$6,026 

$22,141 

$326,502 

$3,914 

$22,141 

$324,390 

$650,892 

Agency  Description 

The  Board  of  Public  Education,  created  by  Article  X,  Section  9  of  the  Montana  Constitution,  consists  of  seven  voting 
members  appointed  by  the  Governor.  The  board  is  charged  with  exercising  "general  supervision  over  the  public  school 
system."  The  board  is  also  designated  by  statute  as  the  governing  board  of  the  Montana  School  for  the  Deaf  and  Blind. 
Together  with  the  Board  of  Regents,  the  board  is  responsible  for  the  general  planning,  coordinating,  and  evaluation  of  the 
state's  educational  system  (Title  20,  Chapter  2,  MCA).  The  board  accredits  schools,  certifies  teachers,  adopts  policies  and 
standards  for  various  educational  programs,  and  orders  the  distribution  of  state  equalization  aid.  The  board's  accreditation 
standards  are  the  basis  for  eligibility  for  local  school  districts  to  receive  state  funds.  The  board  hears  cases  regarding 
denial,  suspension,  and  revocation  of  teacher  certificates  and  reviews  teacher  education  programs  leading  to  interstate 
reciprocity. 


Biennium  Budget  Comparison 
Budget  Item 

Present 

Law 

Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 

Fiscal  2000 

Present 
Law 

Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 

Biennium 

Fiscal  98-99 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

3.75 

00 

3.75 

3.75 

00 

3.75 

00 

3.75 

Personal  Services 
Operating  Expenses 
Equipment 

159,122 
145,239 

0 

0 

22,141 

0 

159,122 

167,380 

0 

158,195 

144,054 

0 

0 

22,141 

0 

158,195 

166,195 

0 

320,235 

276,269 

7,788 

317,317 

333,575 

0 

Total  Costs 

$304,361 

$22,141 

$326,502 

$302,249 

$22,141 

$324,390 

$604,292 

$650,892 

General  Fund 
State/Other  Special 

135,483 
168,878 

20,436 
1,705 

155,919 
170,583 

133,533 
168,716 

20,436 
1,705 

153,969 
170,421 

247,500 
356,792 

309,888 
341,004 

Total  Funds 

$304,361 

$22,141 

$326,502 

$302,249 

$22,141 

$324,390 

$604,292 

$650,892 

New  Proposals  * 

The  table  below  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion  of  each  new 
proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Description 

Program 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

Standards  Adoption/Implement  -OTO 
NASBE  Dues 

01 
01 

.00 
00 

7,384 
13,052 

8,000 
14,141 

00 
00 

7,384 
13,052 

8,000 
14,141 

Total  New  Proposals 

00 

$20,436 

$22,141 

00 

$20,436 

$22,141 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 
Adjustment 

Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 

Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

2.00 

.00 

.00 

2.00 

.00 

.00 

2.00 

2.00 

Personal  Services 
Operating  Expenses 
Equipment 

94,055 
36,911 

1,285 

6,787 

9,108 

(1,285) 

0 

22,141 

0 

100,842 

68,160 

0 

6,255 

7,528 

(1,285) 

0 

22,141 

0 

100,310 

66,580 

0 

201,152 

134,740 

0 

Total  Costs 

$132,251 

$14,610 

$22,141 

$169,002 

$12,498 

$22,141 

$166,890 

$335,892 

General  Fund 
State/Other  Special 

122,058 
10,193 

13,425 
1,185 

20,436 
1,705 

155,919 
13,083 

11,475 
1,023 

20,436 
1,705 

153,969 

12,921 

309,888 
26,004 

Total  Funds 

$132,251 

$14,610 

$22,141 

$169,002 

$12,498 

$22,141 

$166,890 

$335,892 

Program  Description 

The  staff  of  the  Administration  Program  provides  administration,  research,  clerical  functions,  and  management  of 
business  affairs  for  all  programs  under  the  purview  of  the  Board  of  Public  Education.  The  Board  of  Public  Education  is 
created  by  Article  X,  Section  9  of  the  Montana  Constitution  and  charged  with  exercising  general  supervision  of  the  public 
school  system. 

Funding 

This  program  is  funded  with  general  fund  and  teacher  certification  fees.  Because  the  Administration  Program  provides 
support  to  the  teacher  certification  advisory  council,  which  is  entirely  funded  from  the  certification  fees,  teacher 
certification  fees  are  used  to  help  defray  the  cost  of  providing  that  support.  The  program  is  funded  with  about  92  percent 
general  fund  and  8  percent  state  special  revenue  from  certification  fees. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

3,287 

127 

1,6% 

2,755 
126 
117 

Total  Statewide  Adjustments 

$5,110 

$2,998 

Present  Law  Adjustments 

1            Adjustments  to  base 

.00 

8,759 

9,500 

.00 

8,759 

9,500 

Total  PL  Adjustments 

.00 

$8,759 

$9,500 

.00 

$8,759 

$9,500 

Present  Law  Adjustments  Total 

$14,610 

$12,498 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  1  -  Adjustments  to  base  -  The  executive  is  requesting  an  appropriation  increase  of  $8,759  of  general  fund  and  $741 
state  special  revenue  each  year  of  the  2001  biennium.  This  request  includes  annual  increases  of:  1)  $3,500  for  per  diem 
associated  with  the  travel  of  board  members  to  support  the  standards  revision  project  headed  by  the  Office  of  Public 
Instruction;  2)  $4,000  for  network  services  not  serviced  by  the  Department  of  Administration;  and  3)  $2,000  for  general 
operating  expenses. 
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New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

1  Standards  Adoption/Implement  -OTO 

2  NASBE  Dues 

Total  New  Proposals 

.00 
.00 

00 

7,384 
13,052 

$20,436 

8,000 
14,141 

$22,141 

.00 
.00 

.00 

7,384 
13,052 

$20,436 

8,000 
14,141 

$22,141 

New  Proposals 

DP  1  -  Standards  Adoption/Implement  -  OTO  -  The  executive  is  requesting  an  appropriation  of  $8,000  based  on  the 
program  funding  percentages  for  each  year  of  the  biennium.  This  appropriation  would  provide  funding  for  the  Board  to 
attend  hearings  and  engage  in  research  to  support  the  Office  of  Public  Instruction  (OPI)  in  its  standards  adoption  and 
implementation  project.  The  executive  is  requesting  this  new  proposal  as  a  one-time-only  appropriation. 

DP  2  -  NASBE  Dues  -  The  executive  is  requesting  an  appropriation  of  $14,141  based  on  the  program  funding  percentages 
for  each  year  of  the  biennium.  This  appropriation  would  provide  funding  for  the  Board  of  Public  Education  to  join  and 
pay  dues  to  the  National  Association  of  State  Boards  of  Education.  The  Board  has  not  belonged  to  NASBE  for  the  past 
ten  years. 

LFD  Issue  -  If  the  legislature  desires  to  approve  this  request  it  may  wish  to  restrict  the  appropriation  to  this 
specific  purpose.  The  legislature  is  advised  that  this  new  proposal  represents  a  38  percent  increase  in  operations 
over  the  base  year  and  it  would  represent  more  than  21  percent  of  the  operation's  budget  for  the  2001  biennium. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 

Fiscal  200 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

2.00 

(.25) 

.00 

1.75 

(.25) 

00 

1.75 

1.75 

Personal  Services 
Operating  Expenses 
Equipment 

63,434 

100,998 

1,652 

(5,154) 
(1,778) 
(1,652) 

0 
0 
0 

58,280 

99,220 

0 

(5,549) 
(1,383) 
(1,652) 

0 
0 
0 

57,885 

99,615 

0 

116,165 

198,835 

0 

Total  Costs 

$166,084 

($8,584) 

$0 

$157,500 

($8,584) 

$0 

$157,500 

$315,000 

State/Other  Special 

166,084 

(8,584) 

0 

157,500 

(8,584) 

0 

157,500 

315,000 

Total  Funds 

$166,084 

($8,584) 

$0 

$157,500 

($8,584) 

$0 

$157,500 

$315,000 

Program  Description 

The  seven-member  Certification  Standards  and  Practices  Advisory  Council  was  created  by  the  legislature  in  1987  to  study 
and  make  recommendations  to  the  Board  of  Public  Education  in  the  following  areas:  1)  teacher,  administrator,  and 
specialist  certification  standards;  2)  the  status  and  efficacy  of  approved  teacher  education  programs;  and  3)  the  feasibility 
of  establishing  teaching  certification  and  the  appeals  process.  The  board  staff  provides  administrative,  research,  and 
clerical  duties  to  the  council.  The  advisory  council  is  created  in  2-15-1522,  MCA,  with  duties  described  in  20-4-133, 
MCA.  These  duties  include  making  recommendations  to  the  Board  of  Public  Education  regarding  precertification 
training,  education  requirements,  and  renewal  certification  requirements  for  teachers,  administrators,  and  specialists.  The 
council  is  required  to  annually  submit  its  recommendations  to  the  Board  of  Public  Education. 

Funding 

Funding  for  the  Advisory  Council  is  from  annual  teachers'  certification  fees.  The  annual  teachers'  certification  fee  is 
presently  $6,  of  which:  1)  $3  is  deposited  to  a  state  special  revenue  account  for  Advisory  Council  operations;  and  2)  $3  is 
deposited  to  a  separate  state  special  revenue  account  to  be  appropriated  by  the  legislature  for  special  projects  and  research 
studies  associated  with  the  professional  development  of  teachers  in  Montana. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

5,384 

272 

2,379 

4,909 
253 
804 

Total  Statewide  Adjustments 

$8,035 

$5,966 

Present  Law  Adjustments 

1            Reduce  program  services 

(.25) 

0 

(16,619) 

(.25) 

0 

(14,550) 

Total  PL  Adjustments 

(25) 

$0 

($16,619) 

(25) 

$0 

($14,550) 

Present  Law  Adjustments  Total 

($8,584) 

($8,584) 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  1  -  Reduce  program  services  -  The  executive  is  requesting  to  reduce  expenditures  funded  with  state  special  revenue  in 
fiscal  2000  by  $16,619  and  in  fiscal  2001  by  $14,550.  According  to  the  executive  these  reductions  are  necessary  to 
maintain  a  positive  fund  balance.    The  biennium  reductions  include:  1)  $20,996  in  personal  services;  2)  $8,521  in 
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operations;  and  3)  $1,652  in  equipment. 

LFD  Comment  -  When  compared  to  the  base  year,  the  impact  of  this  reduction  reduces  personal  services  by  about 
16  percent  and  operations  by  about  8  percent,  and  removes  all  funding  for  equipment.  Please  see  the  program 
issue  for  a  further  discussion. 

Other  Issues 

Declining  Revenue  to  the  Advisory  Council 

As  shown  in  Table  1,  revenue  is  declining,  primarily  due  to  a  reduction  in  the  number  of  teacher  certifications.  The  table 
shows  that  the  reductions  in  revenue  are  ongoing,  and  will  no  longer  support  the  advisory  council  operations  and  research 
to  the  extent  as  has  been  done  in  previous  years. 

To  address  this  long-term  reduction  in  funding,  the  executive  recommends:  1)  reducing  the  1.0  FTE  grade  15, 
administration  officer  position  by  0.25  FTE,  with  a  total  personal  services  reduction  of  $20,996  over  the  biennium;  2) 
reducing  operating  expenses  by  $8,521,  including  reductions  in  travel,  training,  and  printing  and  mailing;  and  3) 
eliminating  all  equipment  expenditures. 

If  the  number  of  teacher  certifications  continues  to  decline,  further  reductions  in  operations  will  be  warranted  if  the 
expenditures  are  to  remain  within  existing  revenues.  There  are  several  issues  for  the  legislature: 

1)  what,  both  in  this  biennium  and  in  future  biennia,  should  the  function  (and  consequently  the  expenditures)  of  the 
advisory  council  be? 

2)  is  the  $6  teacher  certification  fee  adequate  to  fund  the  advisory  council  at  the  desired  level  of  operations? 

3)  should  the  existing  fee  continue  to  be  evenly  split  between  advisory  council  operations  and  research? 


Table  1 

Board  of  Public  Education 

Account  Entity  Review  and  Projection 

Projected 

Fiscal  94 

Fiscal  95 

Fiscal  96  Fiscal  97 

Fiscal  98 

Fiscal  99 

Fiscal  00 

Fiscal  01 

Advisory  Council  AF«07177 

Beg  Fund  Balance 

$21,912 

$24,174 

$26,150 

$27,989 

$23,146 

$14,254 

$9,193 

$8,885 

Revenues 

79.645 

80.769 

82,194 

81.095 

77,192 

77.192 

77.192 

77,192 

Expenditures 

crzaaai 

f78  793) 

(BQJJ55) 

isiaaa 

IflSJJMi 

(BZ253) 

(77  500) 

(77  500) 

Ending  Fund  Balance 

$24,174 

$26.150 

$27,989 

$23,146 

$14.254 

$9,193 

$8.885 

$8,577 

Research  Fund  AF007J19 

Beg  Fund  Balance 

$75,510 

$74,077 

$62,510 

$94,636 

$95,620 

$82,619 

$67,179 

$51,288 

Revenues 

79.645 

80,769 

82.194 

81.095 

77.192 

77.192 

77.192 

77.192 

Expenditures 

(81  078) 

(32-aaej 

(SOflfiB) 

(80  1111 

laajsi) 

{32.622) 

(31063) 

(9ZS2D 

Ending  Fund  Balance 

$74.077 

$62,510 

$94,636 

$95.620 

$82,619 

$67.179 

$51,288 

$35,559 

Number  of  teachers  certifying 

6.520 

6.583 

6,125 

5.863 

5.499' 

Revenue  source 

Advisory  Council  AE#02122  -  revenue  source  is  from  teacher's  certification 

Research  Fund  AEH02219  -  revenue  source  is  from  teacher's  certification. 

Information  Source 

Fiscal  Years  94-98  supplementals  to  the  financial  statements 

"The  number  of  teachers  certifying  each  year 

was  provided  by  OPI  The 

number  is  based  on  a  calendar  year, 

thus  the  number  for  1998  is  not 

a  final  total. 
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Agency  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 
Adjustment 

Fiscal  2000 

New 
Proposals 

Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 
Adjustment 

Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

81  68 

.00 

.00 

81.68 

.00 

00 

81  68 

81  68 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 

2,810,724 

407,386 

44,074 

12,879 

145,900 

135,075 

1,904 

0 

0 

3,358 

0 

0 

2,956,624 

545,819 

45,978 

12,879 

138,955 

13,059 

1,904 

0 

0 

3,176 

0 

0 

2,949,679 

423,621 

45,978 

12,879 

5,906,303 

969,440 

91,956 

25,758 

Total  Costs 

$3,275,063 

$282,879 

$3,358 

$3,561,300 

$153,918 

$3,176 

$3,432,157 

$6,993,457 

General  Fund 
State/Other  Special 
Federal  Special 

2,961,213 

238,189 

75,661 

287,267 
(10,121) 

5,733 

3,358 
0 
0 

3,251,838 

228,068 

81,394 

158,306 

(10,121) 

5,733 

3,176 
0 
0 

3,122,695 

228,068 

81,394 

6,374,533 
456,136 
162,788 

Total  Funds 

$3,275,063 

$282,879 

$3,358 

$3,561,300 

$153,918 

$3,176 

$3,432,157 

$6,993,457 

Agency  Description 

The  Montana  School  for  the  Deaf  and  Blind  (MSDB)  provides  an  educational  environment  for  the  hearing  and  vision 
impaired  students  of  Montana.  Authority  for  the  school  is  contained  in  Title  20,  Chapter  8,  part  1,  MCA.  To  attend  the 
school,  students  must  be  diagnosed  as  being  deaf  and/or  blind  or  must  have  such  a  significant  hearing  or  sight  impairment 
that  they  are  unable  to  receive  a  quality  education  from  the  public  schools  in  the  state.  Additionally,  the  school  serves 
students  statewide  through  a  resource  consultant  outreach  program. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 
Fiscal  2000 

Law 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec  Budget 
Fiscal  2001 

Biennium 
Fiscal  98-99 

Exec  Budget 
Fiscal  00-01 

FTE 

81.68 

.00 

8168 

81  68 

.00 

8168 

.00 

81.68 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 

2,956,624 

542,461 

45,978 

12,879 

0 

3,358 

0 

0 

2,956,624 

545,819 

45,978 

12.879 

2,949,679 

420,445 

45,978 

12,879 

0 

3,176 

0 

0 

2,949,679 

423,621 

45,978 

12,879 

5,804,525 

840,693 

44,074 

22,337 

5,906,303 

969,440 

91,956 

25,758 

Total  Costs 

$3,557,942 

$3,358 

$3,561,300 

$3,428,981 

$3,176 

$3,432,157 

$6,711,629 

$6,993,457 

General  Fund 
State/Other  Special 
Federal  Special 

3,248,480 

228,068 

81,394 

3,358 

0 
0 

3,251,838 

228,068 

81,394 

3,119,519 

228,068 

81,394 

3,176 
0 
0 

3,122,695 

228,068 

81,394 

6,077,147 
476,765 
157,717 

6,374,533 
456,136 
162,788 

Total  Funds 

$3,557,942 

$3,358 

$3,561,300 

$3,428,981 

$3,176 

$3,432,157 

$6,711,629 

$6,993,457 

New  Proposals 

The  table  below  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion  of  each  new 

proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 
Description 

Program 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Add  Leased  Vehicle 
Total  New  Proposals 

03 

.00 
00 

3,358 
$3,358 

3,358 

$3,358 

00 
.00 

3,176 

$3,176 

3,176 

$3,176 
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1-ADMINISTRATION  PROGRAM 


Program  Proposed  Budget 


Budget  Item 


FTE 

Personal  Services 
Operating  Expenses 

Total  Costs 

General  Fund 
State/Other  Special 

Total  Funds 


Base  PL  Base  New 

Budget  Adjustment  Proposals 

Fiscal  1998         Fiscal  2000         Fiscal  2000 


Total  PL  Base  New 

Exec.  Budget       Adjustment  Proposals 

Fiscal  2000         Fiscal  2001         Fiscal  2001 


Total  Total 

Exec.  Budget        Exec.  Budget 
Fiscal  2001  Fiscal  00-01 


5.00 

203,866 
30,317 

$234,183 

234,183 
0 


$234,183 


.00 

1,823 
61,149 

$62,972 

62,972 
0 

$62,972 


.00 

0 
0 

$0 

0 
0 

$0 


5.00 

205,689 
91,466 

$297,155 

297,155 
0 

$297,155 


00 

640 
35,039 

$35,679 

35,679 
0 

$35,679 


.00 

0 
0 

$0 

0 
0 

$0 


500 

204,506 
65,356 

$269,862 

269,862 
0 

$269,862 


5.00 

410,195 
156,822 

$567,017 

567,017 
0 

$567,017 


Program  Description 

The  Administration  Program  staff  provide  purchasing,  accounting,  personnel  functions,  and  management  of  business 
affairs  for  the  school. 

Funding 

This  program  is  funded  entirely  from  the  general  fund. 


Present  Law  Adjustments 


Present  Law  Description 


Fiscal  2000 
FTE 


Fiscal  2000 

General 

Fund 


Fiscal  2000 
Total 
Funds 


Fiscal  2001 
FTE 


Fiscal  2001 

General 

Fund 


Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Adjustments 


1,823 

2 

61,147 

$62,972 


Fiscal  2001 
Total 
Funds 


640 

4 

35,035 

$35,679 


Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

The  increase  in  fixed  costs  in  both  years  is  due  to  the  bonding  and  operational  costs  associated  with  MTPRRIME.  In 
fiscal  2000  there  is  an  additional  increase  of  about  $25,000  for  audit  fees. 
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2-GENERAL  SERVICES  PROGRAM 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec  Budget 
Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

4.00 

.00 

00 

4.00 

00 

.00 

4.00 

4.00 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 

93,189 

183,512 

0 

11,340 

15,929 

5,150 

0 

0 

0 
0 
0 
0 

109,118 

188,662 

0 

11,340 

15,457 

4,792 

0 

0 

0 
0 
0 
0 

108,646 

188,304 

0 

11,340 

217,764 

376,966 

0 

22,680 

Total  Costs 

$288,041 

$21,079 

$0 

$309,120 

$20,249 

$0 

$308,290 

$617,410 

General  Fund 

288,041 

21,079 

0 

309,120 

20,249 

0 

308,290 

617,410 

Total  Funds 

$288,041 

$21,079 

$0 

$309,120 

$20,249 

$0 

$308,290 

$617,410 

Program  Description 

The  General  Services  Program  staff  are  responsible  for  general  upkeep  and  maintenance  of  the  school's  eight  buildings 
and  1 8. 5-acre  campus. 

Funding 

This  program  is  funded  entirely  from  the  general  fund. 


Present  Law  Adjustments 


Present  Law  Description 


Fiscal  2000 
FTE 


Fiscal  2000 

General 

Fund 


Fiscal  2000 
Total 
Funds 


Fiscal  2001 
FTE 


Fiscal  2001 

General 

Fund 


Fiscal  2001 
Total 
Funds 


Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Adjustments 
Present  Law  Adjustments 
Replace  maintenance  pickup 

Total  PL  Adjustments 

Present  Law  Adjustments  Total 


15,929 

2 

48 

$15,979 


15,457 

2 

(10) 

$15,449 


00 

5,100 

5,100 

00 

4,800 

4,800 

00 

$5,100 

$5,100 
$21,079 

.00 

$4,800 

$4,800 
$20,249 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide! 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

The  increase  in  personal  services  costs  is  related  to  a  maintenance  position  that  was  vacant  for  about  nine  months  during 
fiscal  1998.  The  position  is  now  filled  and  the  executive  fully  funds  all  FTE  for  this  program. 

DP  1  -  Replace  maintenance  pickup  -  The  executive  is  requesting  an  increase  in  general  fund  to  lease  a  maintenance 
pickup  instead  of  purchasing  a  new  vehicle.  The  funding  would  be  used  to  replace  a  1981  GMC  with  an  excess  of 
180,000  miles. 
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3-STUDENT  SERVICES 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

29.74 

00 

00 

2974 

00 

00 

2974 

29.74 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 

736,184 

97,084 

45,978 

1,539 

72,857 

(12,550) 

0 

0 

0 

3,358 

0 

0 

809,041 

87,892 

45,978 

1,539 

68,612 

(12,546) 

0 

0 

0 

3,176 

0 

0 

804,796 

87,714 

45,978 

1,539 

1,613,837 

175,606 

91,956 

3,078 

Total  Costs 

$880,785 

$60,307 

$3,358 

$944,450 

$56,066 

$3,176 

$940,027 

$1,884,477 

General  Fund 
Federal  Special 

856,141 
24,644 

60,307 
0 

3,358 

0 

919,806 
24,644 

56,066 
0 

3,176 

0 

915,383 

24,644 

1,835,189 
49,288 

Total  Funds 

$880,785 

$60,307 

$3,358 

$944,450 

$56,066 

$3,176 

$940,027 

$1,884,477 

Program  Description 

The  Student  Services  Program  provides  residential  care  for  children  living  at  the  school. 

Funding 

This  program  is  funded  from  two  sources:  1)  general  fund  of  $919,806  in  fiscal  2000  and  $915,383  in  fiscal  2001;  and  2) 
federal  school  lunch  program  funds  of  $24,644  each  year,  which  share  in  the  costs  of  providing  meals  to  low- income 
children. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

72.857 

5 

(12,555) 

68,612 

5 

(12,551) 

Total  Statewide  Adjustments 

$60,307 

$56,066 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

Personal  services  costs  increase  due  to:  1)  turnover  in  the  cottage  attendant  positions  reduced  expenditures  in  fiscal  1998; 
and  2)  the  increase  in  salary  and  benefits  costs  associated  with  a  position  upgrade.  A  secretary  position,  grade  5,  was 
upgraded  to  a  database  management  position,  grade  13.  Additionally,  the  secretary  position  was  vacant  for  a  portion  of 
the  year.  The  database  management  position  is  currently  filled.  The  reduction  in  fixed  costs  is  because  the  executive 
offset  a  portion  of  increases  for  MTPRRIME  operational  unit  costs  added  in  the  Administration  Program  in  this  program. 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 

Funds 

1            Add  Leased  Vehicle 
Total  New  Proposals 

.00 
.00 

3,358 

$3,358 

3,358 

$3,358 

00 
00 

3,176 

$3,176 

3,176 
$3,176 
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New  Proposals 

DP  1  -  Add  Leased  Vehicle  -  MSDB  currently  has  five  vans  to  support  transporting  students  to  athletic  events,  field  trips, 
medical  appointments,  and  other  activities.  Additionally,  the  Cottage  Program  uses  these  vehicles  during  the  evenings 
and  weekends  to  transport  students  to  appointments  and  shopping.  The  executive  is  requesting  a  $6,534  general  fund 
increase  for  the  2001  biennium  to  provide  funding  to  lease  an  additional  vehicle. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 
Adjustment 
Fiscal  2001 

New 

Proposals 

Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

42.94 

00 

00 

4294 

00 

00 

4294 

42  94 

Personal  Services 
Operating  Expenses 
Equipment 

1,777,485 
96,473 
(1,904) 

55,291 

81,326 

1,904 

0 
0 
0 

1,832,776 

1 77,799 

0 

54,246 

(14,226) 

1,904 

0 
0 
0 

1.831,731 

82,247 

0 

3,664,507 

260,046 

0 

Total  Costs 

$1,872,054 

$138,521 

$0 

$2,010,575 

$41,924 

$0 

$1,913,978 

$3,924,553 

General  Fund 
State/Other  Special 
Federal  Special 

1,582,848 

238,189 

51,017 

142,909 

(10,121) 

5,733 

0 
0 
0 

1,725,757 

228,068 

56,750 

46,312 

(10,121) 

5,733 

0 
0 
0 

1,629,160 

228,068 

56,750 

3,354,917 
456,136 
113,500 

Total  Funds 

$1,872,054 

$138,521 

$0 

$2,010,575 

$41,924 

$0 

$1,913,978 

$3,924,553 

Program  Description 

The  Education  Program  provides  an  education  for  children  with  hearing  and/or  sight  loss  that  prevents  them  from 
receiving  a  quality  education  in  their  local  schools.  The  Education  Program  serves  visually  and  hearing  impaired  children 
who  remain  in  their  local  school  districts  by  providing  deaf/blind  educational  support  services  to  the  students'  local 
schools.  The  program  also  offers  "mainstream"  programs  for  on-campus  students  in  a  joint  effort  with  the  Great  Falls 
public  school  system. 

Funding 

The  Executive  Budget  funds  this  program  with  approximately  85.5  percent  general  fund.  State  special  revenue  includes 
interest  income  from  school  trust  lands,  rental  income,  and  reimbursements  from  school  districts  for  large  print/Braille 
materials  that  are  ordered  by  MSDB  for  the  school  districts.  Federal  revenue  includes  a  grant  for  handicapped  children 
and  Medicaid  reimbursement  for  eligible  services  totaling  $56,750  each  year. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  200 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

55,291 

269 

(12,595) 

54,246 

269 

(12,591) 

Total  Statewide  Adjustments 

$42,965 

$41,924 

Present  Law  Adjustments 

1            Purchase  audiological  trainers-OTO 

.00 

95,556 

95,556 

.00 

0 

0 

Total  PL  Adjustments 

.00 

$95,556 

$95,556 

.00 

$0 

$0 

Present  Law  Adjustments  Total 

$138,521 

$41,924 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  1  -  Purchase  Audiological  Trainers-OTO  -  The  executive  is  requesting  a  one-time-only  general  fund  appropriation  to 
purchase  45  frequency  modulator  (FM)  trainers  at  a  per/unit  cost  of  $1,490.  This  (45)  amount  of  units  provides  35  units 
for  students  at  the  school,  5  units  for  use  at  the  local  high  schools  in  the  mainline  program,  and  5  units  to  serve  as  backups 
when  a  unit  requires  repairs.  According  to  the  agency,  repairs  are  sent  back  to  the  manufacturer  and  can  take  up  to  four 
weeks.  The  remaining  $28,506  of  this  request  is  for  accessories  in  support  of  the  FM  system.  The  frequency  modulators 


SCHOOL  FOR  THE  DEAF  &  BLIND 


E-33 


EDUCATION 


SCHOOL  FOR  THE  DEAF  &  BLIND  4-EDUCATION 

function  as  a  headset  system.  The  instructor  speaks  into  a  microphone  and  the  hearing- impaired  student  wears  a  head  set 
which  amplifies  the  sound.  The  current  system  is  12  years  old  and  according  to  the  agency  the  manufacturer  no  longer 
makes  replacement  parts. 
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1-PROMOTION  OF  THE  ARTS 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 

Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 

Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

8.00 

(100) 

00 

700 

(100) 

.00 

7.00 

7  00 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

197,880 

237,454 

5,519 

305,447 

86,478 

(26,167) 

(5,519) 

33,886 

0 

0 

0 

100,000 

284,358 

211,287 

0 

439,333 

84,795 

(51,217) 

(5,519) 

33,679 

0 

0 

0 

100,000 

282,675 

186,237 

0 

439,126 

567,033 

397,524 

0 

878,459 

Total  Costs 

$746,300 

$88,678 

$100,000 

$934,978 

$61,738 

$100,000 

$908,038 

$1,843,016 

General  Fund 
State/Other  Special 
Federal  Special 

241,069 
116.979 
388,252 

34,902 
15,485 
38,291 

50,000 

0 

50,000 

325,971 
132,464 
476,543 

20,778 
12,448 
28,512 

50,000 

0 

50,000 

311,847 
129.427 
466,764 

637,818 
261,891 
943,307 

Total  Funds 

$746,300 

$88,678 

$100,000 

$934,978 

$61,738 

$100,000 

$908,038 

$1,843,016 

Agency  Description 

The  Montana  Arts  Council  (MAC),  authorized  by  22-2-101,  MCA,  works  with  public  and  private  institutions  engaged  in 
artistic  and  cultural  activities.  The  MAC  is  charged  to:  1)  recommend  methods  to  encourage  participation  in  and 
appreciation  of  the  arts;  2)  foster  interest  in  the  state's  cultural  heritage;  3)  expand  the  state's  cultural  resources;  and  4) 
encourage  and  assist  freedom  of  artistic  expression  through  ongoing  programs  and  council  initiated  projects.  The  council 
administers  the  Cultural  and  Aesthetic  Projects  Advisory  Committee  authorized  in  22-2-302,  MCA.  This  committee 
reviews  all  proposals  for  cultural  and  aesthetic  project  grants  and  presents  its  recommendations  to  the  legislature.  The 
MAC  administers  grant  proposals  approved  by  the  legislature. 


Biennium  Budget  Comparison 
Budget  Item 

Present 
Law 

Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

Present 
Law 

Fiscal  2001 

New 
Proposals 

Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 

Biennium 

Fiscal  98-99 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

7.00 

.00 

7.00 

7.00 

.00 

700 

.00 

700 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

284,358 

211,287 

0 

339,333 

0 

0 

0 

100,000 

284,358 

211,287 

0 

439,333 

282,675 

186,237 

0 

339,126 

0 

0 

0 

100,000 

282,675 

186,237 

0 

439,126 

494,246 

379,848 

5.519 

704.117 

567,033 

397,524 

0 

878,459 

Total  Costs 

$834,978 

$100,000 

$934,978 

$808,038 

$100,000 

$908,038 

$1,583,730 

$1,843,016 

General  Fund 
State/Other  Special 
Federal  Special 

275,971 
132,464 
426,543 

50,000 

0 

50,000 

325,971 
132,464 
476,543 

261,847 
129,427 
416,764 

50,000 

0 

50,000 

311,847 
129,427 
466,764 

470,504 
238,370 
874,856 

637,818 
261,891 

943,307 

Total  Funds 

$834,978 

$100,000 

$934,978 

$808,038 

$100,000 

$908,038 

$1,583,730 

$1,843,016 

Funding 

The  executive  funds  the  MAC  with  a  combination  of  general  fund,  Cultural  and  Aesthetic  Trust  Fund  (C&A)  interest 
earnings,  and  federal  funds. 

General  fund  comprises  34.6  percent  for  the  biennium.  Historically,  general  fund  supports  the  legislative  audit  cost  and  a 
portion  of  the  support  for  grants  to  local  communities  and  arts  in  education,  and  operation  costs. 

State  special  revenue  (SSR)  of  $132,464  in  fiscal  2000  and  $129,427  in  fiscal  2001  received  from  the  Cultural  and 
Aesthetic  Fund  (coal  tax)  interest  earnings,  provides  for  the  administration  of  cultural  and  aesthetic  grants  and  the  cost  of 
the  council  is  authorized  in  section  22-2-304,  MCA.  Federal  funds  from  the  National  Endowment  for  the  Arts  (NEA)  are 
$476,543  in  fiscal  2000  and  $466,764  in  fiscal  2001  and  support  grants,  honorariums,  and  administration. 

Table  1  shows  how  the  executive  proposes  to  fund  the  MAC  for  the  2001  biennium  and  compares  that  funding  with  the 
1999  biennium  budget.    The  1999  biennial  budget  contains  actual  expenditures  for  fiscal  1998  and  the  appropriation 
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Table  1 

Montana  Arts  Council 

House  Bill  2 

Comparison  of  FY  98 

Expenditures  to 

Fiscal  2000  Budget  Request 

Percent 

Difference  Between 

Difference  Between 

Total 

Total           1999  Biennium  and 

1999  Biennium  and 

Biennium 

Biennium           2001  Biennium 

2001  Biennium 

1998-1999 

2000-2001            Expenditures 

Expenditures 

Rudest  Item 

Personal  Services 

$494,246 

$567,033                               $72,787 

147% 

Operations 

379,848 

397,524                                 17.676 

47% 

Equipment  &  Intangibles 
Grants 

5,519 
704,117 

0                                  (5,519) 
878,459                               174.342 

-100  0% 
24  8% 

Total 

$1,583,730 

$1,843,016                             $259,286 

16  4% 

Funding 

General  Fund 

$470,504 

$637,818                             $167,314 

356% 

State/Other  Special 
Federal  Special 

238,370 
874,856 

261,891                                 23,521 
943,307                                 68,451 

9  9% 
78% 

Total 

$1,583,730 

$1,843,016                             $259,286 

164% 

authority  amounts  for  fiscal  1999.  As  shown  in  the  table,  general  fund  increases  by  35.6  percent,  state  special  revenue 
increases  by  9.9  percent,  and  federal  special  revenue  increases  by  7.8  percent. 

LFD  Issue  -  HB5  passed  by  the  1997 
legislative  session  temporarily  modified  the 
funding  of  the  Cultural  and  Aesthetic  Trust 
Fund.  These  modifications  will  reduce  the 
money  available  for  HB  9  Cultural  and 
Aesthetic  Trust  grants  and  HB  2 
administration. 

During  the  1997  legislative  session,  HB  5 
(which  appropriated  money  for  capital 
projects):  1)  appropriated  $3,912,500  from  the 
balance  of  the  cultural  and  aesthetic  trust  fund 
for  the  acquisition  of  Virginia  and  Nevada 
City  properties;  2)  revised  the  allocation  of 
coal  severance  taxes  to  the  cultural  and 
aesthetic  trust  fund;  and  3)  modified  the 
allocation  of  coal  severance  tax  revenue  for 
cultural  and  aesthetic  projects. 

Prior  to  the  1997  legislative  session,  the  C&A 
Trust  received  0.63  percent  of  coal  severance 
tax  collections.  The  trust  balance  prior  to  the  legislative  session  was  approximately  $7.8  million.  Interest  from  the  trust 
balance,  which  totaled  about  $1.2  million  in  the  1997  biennium,  was  deposited  to  a  state  special  revenue  account  and  was 
appropriated  in  HB  9  and  HB  2  for  C&A  grants,  other  arts  related  projects,  and  some  administration  for  MAC. 

HB  5  appropriated  about  one-half  of  the  projected  fund  balance  at  the  end  of  fiscal  1997  ($3,912,500)  for  a  portion  of  the 
cost  to  purchase  Virginia  and  Nevada  City  properties.  Because  this  appropriation  reduced  the  balance  available  for 
investment  and  therefore  interest  earnings  used  for  grants,  administration,  and  other  projects,  the  legislature  increased  the 
amount  of  coal  tax  allocated  for  arts  related  projects  for  the  1999  biennium  from  0.63  percent  to  0.87  percent  to  keep 
funding  for  arts  projects  whole.  Instead  of  flowing  to  the  trust,  the  funds  are  directly  allocated  to  the  state  special  revenue 
account  that  also  receives  the  current  interest  earnings.  This  allocation  expires  at  the  end  of  fiscal  1999.  Beginning  in 
fiscal  2000,  the  percentage  will  revert  to  0.63  percent  and  once  again  be  deposited  into  the  C&A  Trust.  Thus,  beginning 
with  the  2001  biennium,  the  estimated  interest  earnings  available  for  HB  9  C&A  grants  and  HB  2  administration  costs  are 
projected  to  be  about  one-half  of  the  amount  appropriated  for  the  1999  biennium.  The  legislature  also  specified  that,  until 
the  balance  in  the  C&A  trust  reaches  $7,750,000,  all  profits  from  the  Virginia  and  Nevada  City  properties  not  used  for 
administrative  and  restoration  costs  are  to  be  deposited  in  the  C&A  trust,  after  which  time  the  profits  will  be  deposited  in 
the  general  fund.  No  funds  have  been  received  to  date  from  profits  on  these  properties. 

In  the  wake  of  the  reduction  of  the  fund  balance  and  consequent  reduction  in  interest  earnings,  the  executive  is  seeking  to 
keep  MAC  "whole"  and  expand  both  administration  and  grants  by  recommending  a  change  in  the  way  arts  administration 
and  particularly  arts  grants  are  funded.  As  shown  in  Table  1,  the  executive  proposes  to  increase  the  amount  of  general 
fund  to  administer  the  program. 

Table  2  provides  a  history  of  the  funding  sources  for  the  MAC.  As  shown  in  the  top  half  of  that  table,  federal  support  has 
continued  to  decrease  from  fiscal  1994  through  1998  and  general  fund  has  continued  to  increase  during  this  same  period. 
The  expenditures  funded  with  general  fund  increased  by  82.6  percent  from  fiscal  1996  to  fiscal  1998.  The  executive  is 
again  requesting  to  increase  general  fund  support  in  fiscal  2000  by  35.2  percent. 
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While  the  amount  of  C  &  A  funds  increases,  this  amount  must  be  viewed  in  tandem  with  the  request  in  HB  9,  which  funds 
most  of  the  grants.  The  grants  have  historically  been  made  entirely  with  C  &  A  funds.  However,  as  shown  in  Table  2,  the 
executive  is  proposing  to  significantly  fund  grants  with  general  fund  due  to  the  reduction  in  interest  earnings.  The 
executive's  request  for  HB  9  represents  a  less  than  one  percent  increase  over  the  base  year.  However,  it  represents  a 
policy  change  by  shifting  the  funding  from  state  special  revenue  to  general  fund. 


Table  2 

Montana  Arts  Council  Funding  Sources 

Fiscal  1994-2001 


House  Bill  2 


Historical  Expenditures 
FY  94      Percent       FY96        Percent 


FY  98 


Executive  Request 
Percent  FY  2000  Percent  FY  2001    Percent  of  Total 


Fund  Source 

General  Fund 
C&A 

Federal  Special 
Total 


14  2% 
17  7% 
68  1% 


$132,018 
132,480 
436  934 

$701,432 


188%  $241,069 

18  9%     116,979 

62.3%    28£252 

$746,300 


34.3% 
143% 
51  4% 


Fiscal  94,  96  and  98  based  on  actual  expenditures 
Fiscal  2000  and  2001  are  Executive  Budget 

Appropriated 


House  Bill  9  Grants    FY  1994   FY  1996 
Biennial  Appropriation 

C&A  $1,332,255      $704,158 

General  Fund  Q  D 

Total  $1,332.255      $704,158 


FY  1998  FY2000 

$1,001,978  $339,109 

Q  ezorjco. 

$1,001,978  $1,009,109 


The  issues  for  the  legislature 
are: 

1)  should  funding  for  the 
arts,  including  both  grants 
and  administration  be 
maintained  at  and 
expanded  from  the  prior 
biennium;  and 

2)  if  so,  should  general  fund 
be  used  to  replace  reduced  C 
&  A  earnings? 

The  appropriation  of  the  C  & 
A  trust  earnings  is 
appropriated         by         two 


subcommittees  and  the  legislature  may  desire  to  coordinate  their  efforts  in  the  funding  of  the  MAC. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

115,464 
1,494 
5,818 

113,574 

1,327 

(11,365) 

Total  Statewide  Adjustments 

$122,776 

$103,536 

Present  Law  Adjustments 

2 

Adjustments  to  base 

(1.00) 

(9,791) 

(34,098) 

(1.00) 

(17,491) 

(41,798) 

Total  PL  Adjustments 

(1.00) 

($9,791) 

($34,098) 

(1.00) 

($17,491) 

($41,798) 

Present  Law  Adjustments  Total 

$88,678 

$61,738 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 
Vacancy  savings  were  not  applied  to  this  agency.  The  increase  in  personal  services  is  discussed  in  the  LFD  Issue  below 
the  present  law  adjustment  titled  "Adjustments  to  the  base". 

DP  2  -  Adjustments  to  base  -  The  executive  is  requesting  the  following  adjustments  to  base  year  expenditures:  1) 
eliminate  the  FTE  for  grade  14  technical  assistant  and  reduce  the  personal  services  appropriation  authority  by  $28,986  in 
fiscal  2000  and  by  $28,779  in  fiscal  2001;  2)  reduce  operations  appropriation  authority  by  $33,479  in  fiscal  2000  and  by 
$41,179  in  fiscal  2001;  and  3)  reduce  equipment  appropriation  authority  by  $5,519  for  both  years  of  the  2001  biennium; 
and  increase  grants  by  $33,886  in  fiscal  2000  and  $33,679  in  fiscal  2001.  Please  refer  to  Table  3  for  the  details  associated 
with  these  reductions. 
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Table  3 

Mon 

tana  Arts  Council 

p 

resent  Law  Adjustment 

Number  2 

Fiscal  00 

Fiscal  01 

Biennium 
Total 

Salaries 

($26,619) 

($26,416) 

($53,035) 

Per  diem 

Employee  Benefits 
Health  Insurance 
Sub-total 

4.900 

(4,027) 

(3,240) 

($28,986) 

4,900 
(4,023) 

(3,240) 
($28,779) 

9.800 

(8,050) 

(6,480) 

($57,765) 

ODeratino  Expenses 

Consulting  Services 
Minor  Computer  Hardware 
Rent 

($42,179) 
7,700 
1.000 

($42,179) 

0 

1,000 

($84,358) 
7,700 
2,000 

Sub-total 

($33,479) 

($41,179) 

($74,658) 

Equipment 

Single  User  Computers 

($5,519) 

($5,519) 

($11,038) 

Grants 

$33,886 

$33,679 

$67,565 

Grand  Total 

($34,098) 

($41,798) 

($75,896) 

LFD  Issue  -  The  legislature  may  wish  to  act  upon  this 
adjustment  by  budget  category.  As  shown  in  Table  3, 
personal  services  expenditures  are  reduced  by 
$57,765  over  the  interim.  However,  as  shown  in  the 
Present  Law  Adjustment  table,  personal  services 
costs  increase  by  $115,464  in  fiscal  2000  and  by 
$113,574  in  fiscal  2001.  This  increase  in  personal 
services  costs  occurs  because  of  three  factors:  1)  pay 
plan  increases;  2)  the  agency's  use  of  vacancy  savings 
in  fiscal  1998;  and  3)  pay  grade  changes  due  to 
reclassification  of  positions. 


Pay  plan  increases  are  expected  and  account  for  a 
small  percentage  of  this  increase.  The  majority  of 
this  increase  occurs  because  of  vacant  positions  and 
pay  grade  upgrades.  The  agency  had  $85,582  in 
vacancy  savings  in  fiscal  1998  (the  difference  between 
what  the  1997  legislature  appropriated  for  personal 
services  costs  and  what  the  actual  expenditures  were 
in  the  base  year  for  personal  services)  and  pay  grade 
upgrades  accounted  for  another  $26,169  increase  per  year.  These  two  actions  account  for  $111,751  in  personal 
services  increases  over  the  1998-expenditure  level.  An  accounting  tech  position  was  upgraded  from  a  grade  9  to  a 
grade  10.  This  position  was  held  vacant  for  all  of  fiscal  1998  and  until  July  of  1998.  According  to  the  agency,  it 
used  temporary  services  to  provide  the  administrative  support.  The  FTE  the  executive  has  identified  for 
elimination  is  a  grade  14,  technical  assistant.  This  position  was  established  by  the  1997  legislature  to  provide  a 
resource  to  enhance  the  agency's  opportunities  at  soliciting  increased  federal  grants.  The  agency  used  contracted 
services  to  provide  this  function. 


The  executive  reduces  operating  expenditures  by  reducing  contracted  services.  The  MAC  expended  $53,550  on 
contracted  services  in  fiscal  1998  and  $29,797  in  temporary  services.    This  adjustment  also  contains  a  $7,700 

increase  for  two  computers  and  associated  minor 
computer  hardware  in  fiscal  2000,  and  $1,000 
increase  in  rent  in  both  years  of  the  biennium.  The 
agency  has  a  five-year  replacement  cycle  for 
computers. 

In  the  last  part  of  this  adjustment  the  executive 
requests  appropriation  increases  for  grants.  Table  1 
displays  a  comparison  of  1999  biennium 
expenditures  to  the  executive's  request  for  the  2001 
biennium.  The  executive  is  requesting  $878,459  for 
grants  in  the  2001  biennium,  although  the  agency 
only  expended  $704,177  in  the  1999  biennium.  The 
legislature  may  wish  to  examine  the  need  for 
additional  grant  appropriation  authority  in  fiscal 
years  2000  and  2001. 

Table  4  shows  how  the  MAC  was  funded  by  the  1997  legislature  in  fiscal  1998  and  how  the  appropriation  authority 
was  used.  As  shown,  appropriation  authority  was  transferred  from  personal  services  costs  and  grants  to  support 
operational  expenditures.  The  issue  for  consideration  is  that  transfers  of  appropriation  authority,  as  was  done 
here,  can  build  the  agency's  base  budget  for  future  years.   This  is  accomplished  by  holding  fully  funded  positions 


Table  4 

Montana  Arts  Council 

Comparison  of  FY  98 

Appropriations  to 

FY  98  Expenditures 

Percent 

Difference  Between 

Difference  Between 

Fiscal  1998 
Appropriations 

Fiscal  1 998 
Expenditures 

FY  98  Expenditures 
and  Appropriations 

FY  98  Expenditures 
and  Appropriations 

Budget  Hem 

Personal  Services 

Operations 

Equipment  A  Intangibles 

Grants 

$283,462 

133.922 

4,600 

369.020 

$197,880 

237,454 

5.519 

305,447 

($85,582) 

103,532 

919 

(63,573) 

-30  19% 

77.31% 
19  98% 
-17  23% 

Total 

$791,004 

$746,300 

($44,704) 

-5  65% 

Funding 

General  Fund 
State/Other  Special 
Federal  Special 

$237,126 

116.978 
436.900 

$241,069 
116.978 
388.253 

$3,943 

0 

(48,647) 

1  66% 

0  00% 

-11.13% 

$791,004 

$746.300 

($44,704) 

-5  65% 
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vacant  and  moving  the  appropriations  authority  to  the  operations  budget  category.  In  the  next  biennium  FTE  are 
fully  funded  again  and  the  operations  base  is  submitted  at  an  inflated  amount.  SB  19,  passed  by  the  1997 
legislature,  requires  that  transfers  between  budget  categories  of  25  percent  and  $25,000  be  bought  to  the 
Legislative  Finance  Committee  (LFC)  for  review  prior  to  enactment.  No  requests  for  transfers  were  brought  to  the 
LFC  for  review.  Therefore,  it  appears  the  agency/executive  violated  the  intent  of  SB  19  during  fiscal  1998. 

Please  refer  back  to  Table  1,  which  shows  that  even  with  the  reductions  included  in  this  present  law  adjustment, 
the  executive  is  requesting  increases  of:  1)  14.7  percent  in  personal  services;  2)  4.7  percent  in  operations;  3)  24.8 
percent  in  grants,  and  4)  35.6  percent  in  general  fund. 


New  Proposals 

Description FTE Fund  Funds  FTE  Fund  Funds 


Fiscal  2000  Fiscal  2000  Fiscal  2001  Fiscal  2001 

Fiscal  2000  General  Total  Fiscal  2001  General  Total 


1            Add  Arts  Prog,  for  At-Risk  Youth                                                      00                  50,000  100,000  00  50,000  100,000 

Total  New  Proposals W SSO.OOO $100,000  00  $50,000  $100,000 


New  Proposals 

DP  1  -  Add  Arts  Prog,  for  At-Risk  Youth  -  The  executive  is  requesting  $100,000  per  year,  half-general  fund  and  half- 
federal  funds,  to  implement  a  new  program  called  Arts  Program  for  At-Risk  Youths.  According  to  the  executive:  1)  this 
new  appropriation  authority  would  provide  seed  funds  for  local  crime  and  substance  abuse  prevention  after-school  arts 
programs;  2)  these  programs  would  be  targeted  specifically  for  youths  at-risk;  3)  this  program  will  be  designed, 
implemented,  and  controlled  at  the  local  level;  4)  a  planning  team  of  artists,  youths  at-risk,  community  art  groups  and 
professionals  representing  groups  serving  youths  at-risk  will  work  to  develop  the  program  guidelines  and  objectives;  5) 
outcomes  will  be  tracked  by  collecting  data  from  local  programs;  and  6)  these  outcomes  may  include  accounting  for 
attendance  at  workshops,  a  decrease  in  teen  violence  locally,  progress  on  a  project,  or  learning  new  information  or  skills. 
Evaluations  will  also  track  whether  and  how  participants  are  progressing. 

LFD  Issue  -  The  legislature  might  wish  to  consider  the  following  policy  issues: 

1)  does  the  legislature  desire  the  MAC  to  administer  a  social-related  program; 

2)  who  would  identify  at-risk  youths;  and 

3)  how  would  the  MAC  track  and  qualify/quantify  results? 

If  the  legislature  desires  to  approve  this  new  proposal,  it  may  desire  to  restrict  the  appropriation  specifically  to 
grants  and  designate  the  appropriation  as  one-time-only.  (Although  the  executive  did  not  designate  this  new 
proposal  one-time-only,  in  discussion  with  OBPP  personnel  the  intent  was  to  have  done  so.)  The  restriction  will 
prevent  these  funds  from  being  used  in  other  areas  of  the  budget,  and  the  one-time-only  designation  allows  the 
legislature  to  review  the  costs  and  benefits  of  the  program  before  expenditures  are  built  into  the  base  for  the  next 
biennial  budget. 

Language 

The  executive  is  requesting  the  following  language: 

"The  $50,000  general  fund  appropriation  in  item  1  is  one-time  pass-through  funds  for  grants  to  local  communities  which 
have  formed  a  coalition  that  includes  law  enforcement,  education,  public  health  and  human  service  representatives 
working  cooperatively  with  arts  organizations  to  provide  an  after-school  arts  program  for  at-risk  youth.  Grants  to  these 
local  coalitions  must  be  matched  at  least  dollar-for-dollar  with  funds  from  any  other  sources  raised  by  the  coalition 
receiving  the  grant.  The  Montana  Arts  Council  will  provide  a  report  on  local  coalitions  and  after-school  arts  programs  to 
the  Office  of  Budget  and  Program  Planning  at  the  end  of  fiscal  year  2000  so  that  an  assessment  can  be  made  regarding 
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continuation  of  the  grants  program  in  the  2003  biennium." 

LFD  Issue  -  The  legislature  may  desire  to  add  the  Legislative  Fiscal  Division  to  the  report  requested  in  the  above  language 
to  provide  for  legislative  branch  review. 

"All  federal  funds  in  item  1  are  biennial  appropriations". 
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Agency  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 

Fiscal  2000 

Total 
Exec.  Budget 

Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

28.50 

140 

00 

29  90 

1  40 

00 

29  90 

29  90 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Transfers 

Debt  Service 

1,009,713 

812,769 

119,891 

810,609 

0 

49,932 

25,273 

67,976 

22,375 

869.746 

500,000 

(20,804) 

0 
200,000 
0 
0 
0 
0 

1,034.986 
1,080,745 

142,266 
1,680,355 

500,000 
29,128 

19,702 
67,987 
22,375 
68,608 
0 
(49,932) 

0 
200,000 
0 
0 
0 
0 

1,029,415 

1,080,756 

142,266 

879,217 

0 

0 

2,064,401 
2,161,501 

284,532 
2,559,572 

500,000 
29,128 

Total  Costs 

$2,802,914 

$1,464,566 

$200,000 

$4,467,480 

$128,740 

$200,000 

$3,131,654 

$7,599,134 

General  Fund 
State/Other  Special 
Federal  Special 

1,505,531 
647,348 
650,035 

239,978 

178,739 

1,045,849 

100,000 

100,000 

0 

1 ,845,509 

926,087 

1,695,884 

(32,126) 

15,017 

145,849 

100,000 

100.000 

0 

1,573,405 
762,365 
795,884 

3,418,914 
1,688,452 
2,491.768 

Total  Funds 

$2,802,914 

$1,464,566 

$200,000 

$4,467,480 

$128,740 

$200,000 

$3,131,654 

$7,599,134 

Agency  Description 

The  Library  Commission,  authorized  in  section  22-1-101,  MCA,  provides  assistance  and  advice  to  all  tax-supported 
libraries  and  to  local  governments  that  may  wish  to  establish  or  improve  libraries.  In  addition  to  administering  state  and 
federal  funding  to  libraries  throughout  Montana,  it:  1)  maintains  and  operates  the  state  library;  2)  oversees  the  six 
federations  of  libraries;  and  3)  does  policy  development,  long-range  planning,  and  coordination  of  library  service 
throughout  the  state.  It  is  also  responsible  for  the  Natural  Resources  Information  System  (NRIS)  and  the  Natural  Heritage 
Program  under  Section  90-15-101,  MCA. 


Biennium  Budget  Comparison 
Budget  Item 

Present 
Law 

Fiscal  2000 

New 

Proposals 

Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

Present 

Law 

Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 

Biennium 

Fiscal  98-99 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

29  90 

00 

29  90 

29  90 

.00 

29  90 

.00 

29.90 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Transfers 

Debt  Service 

1,034,986 
880,745 
142,266 

1,680,355 

500,000 

29,128 

0 
200,000 
0 
0 
0 
0 

1,034,986 
1,080,745 

142,266 
1,680,355 

500,000 
29,128 

1,029,415 

880,756 

142,266 

879,217 

0 

0 

0 
200,000 
0 
0 
0 
0 

1,029,415 

1,080,756 

142,266 

879,217 

0 
0 

2,399,358 

1,711,673 

279,750 

2,162,359 

73,998 

89,731 

2,064,401 
2,161,501 

284,532 
2,559,572 

500,000 
29,128 

Total  Costs 

$4,267,480 

$200,000 

$4,467,480 

$2,931,654 

$200,000 

$3,131,654 

$6,716,869 

$7,599,134 

General  Fund 
State/Other  Special 
Federal  Special 

1,745,509 

826,087 

1,695,884 

100,000 

100,000 

0 

1,845,509 

926,087 

1,695,884 

1,473,405 
662,365 
795,884 

100,000 

100,000 

0 

1,573,405 
762,365 
795,884 

3,035,246 
1,444,191 
2,237,432 

3,418,914 
1,688,452 
2,491,768 

Total  Funds 

$4,267,480 

$200,000 

$4,467,480 

$2,931,654 

$200,000 

$3,131,654 

$6,716,869 

$7,599,134 

New  Proposals 

The  table  below  summarizes  all  new  proposals  requested  by  the  executive. 

proposal  are  included  in  the  individual  program  narratives. 


Descriptions  and  LFD  discussion  of  each  new 


New  Proposals 
Description 

Program 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 
General 

Fund 

Fiscal  2001 
Total 
Funds 

Periodical  Electronic  Database-OTO 
Total  New  Proposals 

01 

.00 
.00 

100,000 
$100,000 

200,000 
$200,000 

00 
.00 

100,000 
$100,000 

200,000 
$200,000 
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Program  Proposed  Budget 


Budget  Item 


Base 

Budget 

Fiscal  1998 


PL  Base 
Adjustment 
Fiscal  2000 


New 
Proposals 
Fiscal  2000 


Total 
Exec.  Budget 
Fiscal  2000 


PL  Base 

Adjustment 
Fiscal  2001 


New 
Proposals 
Fiscal  2001 


Total 
Exec.  Budget 
Fiscal  2001 


Total 
Exec.  Budget 
Fiscal  00-01 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 
Debt  Service 

Total  Costs 

General  Fund 
State/Other  Special 
Federal  Special 

Total  Funds 


2450 

794,727 
516,777 
118,590 
810,609 
24,966 

$2,265,669 

1,472,711 
172,923 
620,035 

$2,265,669 


.00 

9,163 

32,413 

(241) 

869,746 

(10,402) 

$900,679 

211,080 

8,750 

680,849 

$900,679 


.00 

0 
200,000 
0 
0 
0 


2450 

803,890 

749,190 

118,349 

1,680,355 

14,564 


$200,000    $3,366,348 


100,000 

100,000 

0 


1,783,791 

281,673 

1,300,884 


$200,000    $3,366,348 


.00 

5,179 

30,801 

(241) 

68,608 

(24,966) 

$79,381 

(60,718) 

9,250 

130,849 

$79,381 


.00 

0 
200,000 
0 
0 
0 


24.50 

799,906 
747,578 
118,349 
879,217 
0 


$200,000  $2,545,050 

100,000  1,511,993 

100,000  282,173 

0  750,884 

$200,000  $2,545,050 


24.50 

1,603,796 

1,496,768 

236,698 

2,559,572 

14,564 

$5,911,398 

3,295,784 

563,846 

2,051,768 

$5,911,398 


Program  Description 

The  State  Library  Operations  Program  provides:  1)  information  services  to  state  government;  2)  referral  and  back-up 
services  to  all  libraries  in  the  state;  3)  direct  library  service  to  all  blind  and  physically  handicapped  Montana  residents;  4) 
staff  consultation  and  services  to  individual  libraries;  and  5)  direction  to  the  six  library  federations.  This  program 
administers  the  state  documents  depository  system,  functions  as  a  partial  depository  for  federal  government  publications, 
and  coordinates  the  development  of  library  collections  throughout  the  state.  The  program  also  manages  the  budgetary, 
personnel,  and  coordination  functions  of  the  State  Library. 

Funding 

Table  1  displays  the  funding  for  the  State  Library  Operations  program. 


Table  1 
State  Library  Operations  Funding 


Fund  Source 


Fiscal  2000    Fiscal  2001 


2001  Bienmum 
Total 


Percent  of 

Biennium 

Total 


Genaral  Fund 

Grants  to  Libraries  (Biennial)  * 
LSCA  Maintenance  of  Effort 
Interlibrary  Loan  Program 
Operations 

Library  Automation  System 
Subscription  Database  New  Proposal 
Total  General  Fund 

State  Special  Revenue 

Coal  Tax  Grants 
Coal  Tax  Operations 
Coal  Tax  Sub  Database  New  Proposal 
Talking  Book  Library  Donations 
Miscellaneous  Donations 
State  Agencies  Lasercat/Ebhost 
Total  SSR 

Federal  Snecial  Ravenna 

Operations 

Grants  -  LSTA  (Biennial)  * 
Grants  -  LSTA 
Total  FSR 


Total  Funds 


$251,138 

82.000 

300.000 

1.036.089 

14.564 

100  000 

$1,783,791 


$97,217 

69.085 

100,000 

0 

500 

14871 

$281,673 


$350,884 
950,000 

a 

$1,300,884 


$0 

82.000 

300.000 

1.029.993 

0 

100  000 

$1,511,993 


$97,217 

69.085 

100,000 

0 

SOO 

15.371 

$282,173 


$350,884 

0 

400  000 

$750.884 


$3,366,348  $2,545,050 


$251,138 

164,000 

600.000 

2.066.082 

14,564 

2JQSL022 

$3,295,784 


$194,434 

138,170 

200.000 

0 

1.000 

3JL24Z 

$563,846 


$701,768 

950.000 

400  000 

$2.051.768 


$5,911,398 


55  8% 


100  0% 


•  The  executive  has  requested  biennial  appropriation  for  these  Items 
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Present  Law  Adjustments 


Present  Law  Description 


Fiscal  2000 
FTE 


Fiscal  2000 

General 

Fund 


Fiscal  2000 
Total 
Funds 


Fiscal  2001 
FTE 


Fiscal  2001 
General 

Fund 


Fiscal  2001 
Total 
Funds 


Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Adjustments 

Present  Law  Adjustments 

Miscellaneous  Costs  Adjustments 
Grants  Adjustment 
TBL  Donation  Account  Eliminated 
Group  subscription  services 

Total  PL  Adjustments 

Present  Law  Adjustments  Total 


5,813 

2,849 

40,687 

$49,349 


1,829 

2,420 

35,580 

$39,829 


00 

11,188 

28,508 

00 

130,538 

814,072 

00 

0 

(6,121) 

00 

0 

14,871 

00 


$141,726 


$851,330 


$900,679 


00 
00 
00 
00 

1,000 

(120,600) 

0 

0 

17,368 
12,934 
(6,121) 
15,371 

00 

($119,600) 

$39,552 

$79,381 


Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

The  statewide  present  law  adjustment  for  fixed  costs  increases  by  $76,267  over  the  biennium  compared  to  the  base  year. 
These  increases  are  due  to  increases  in  rent  rates  charged  by  the  Department  of  Administration  (no  additional  space  was 
added),  an  increase  in  network  service  charges  because  four  additional  computers  were  added,  and  an  additional  network 
services  increase  to  support  MTPRRIME. 


DP  1  -  Miscellaneous  Costs  Adjustments  -  The  executive  is  requesting  increases  in:  1)  per  diem  for  commission  members; 
2)  in  and  out-of-state  travel  cost  for  the  Library  Development  Department  (LDD);  3)  two  vehicle  leases  for  consultants;  4) 
maintenance  contracts  with  Keystone  to  support  the  automation  systems  for  the  Talking  Book  Library  and  with  Armitech 
to  support  the  main  library  automation  system;  5)  contracts  with  non-profit  organizations  that  provide  Braille  products;  6) 
on-line  search  services;  and  7)  workers'  compensation  insurance  costs  for  volunteers.  The  executive  is  also  requesting  a 
decrease  in  principle  and  interest  costs  associated  with  the  automation  system  that  serves  the  library's  major  processes  (i.e. 
cataloging,  bar  coding,  check-in-out,  filing).  The  debt  for  the  automation  system  has  been  paid  off.  The  costs  and 
funding  sources  for  this  adjustment  are  displayed  in  table  2. 


Table   2 

Library   Operations   Program 

Costs  Associated  with   Present  Law   Adjustment 

For  Miscellaneous   Cost 


FY    2000      FY    2001 


B  ie  n  n  iu  m 
T  ota  I 


R  N  d  j  a  1  Item 

P  e  r  D  ie  m    fo  r  C  o  m  m  is  8  10  n    Members 
In  and  Out-of-state  Travel 
Vehicle   Leases   * 
Maintenance   Contracts 
B  ra  tile   Contracts 
On-line  Search  Services 
W  o  rk  e  rs  '  C  o  m  p  e  n  sa  tio  n   Insurance 
Automation   System    Debt 
Total 


Funding    Source 

General  Fund 
State  S  p  e  cia  I  R  e  ve  n  u  e 
Federal  Funds 
Total 


$3,350 

5.356 

1  7,320 

t  0.672 

465 

1.127 

400 

U 0    40?1 

126,508 


$11,166 

0 

17    320 

$28,606 


$3,350 

6  ,964 

16,366 

12,035 

909 

2.286 

420 

(24    9661 

$  1  7,366 


$1  .000 

0 

16    366 

$17,366 


$6,700 

1  2,320 

33.668 

22,907 

1  .394 

3,4  1  5 

820 

'35   3681 

$45,876 


$12,166 

0 

33    686 

$45,676 


"  Vehicle   Leases   are   the   only   item    funded   with    non    general  funds 


LIBRARY  COMMISSION 


E-43 


DP  2  -  Grants  Adjustment  -  As  shown  in  the 
proposed  program  budget  table,  the  executive  is 
requesting  to  increase  grants  to  local  libraries  from 
$810,609  in  fiscal  1998  to  $1,680,355  in  fiscal  2000 
and  $879,217  in  fiscal  2001.  Local  agency  grants, 
through  an  application  procedure,  provide  libraries 
with  monies  for  special  projects  providing  resources 
for  construction  projects  and  technological 
enhancements,  such  as  networking  libraries.  In 
fiscal  1998  the  agency  spent  $120,600  of  a  $251,138 
biennial  appropriation.  In  the  2001  biennium,  the 
executive  is  again  requesting  $251,138  over  the 
biennium,  resulting  in  the  $130,538  increase  in 
fiscal  2000  and  the  $120,600  reduction  in  fiscal 
2001.  Table  3  displays  the  requested  funding  for 
grants  in  the  2001  biennium. 

STATE  LIBRARY  OPERATIONS 
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Table  3 

State  Library  Operations  Program 

Distribution  of  Grants  by  Funding  Source 


Funding  Source 


Percent 
Change  from 
1999Biennium                                           2001  Biennium      1999  biennium 
Appropriation  Total    Fiscal  00    Fiscal  01 Total to  2001  Biennium 


General  Fund 

State  Aid  Area/Pop* 
State  Aid  Per  Library 
State  Aid  Inter.  Lib.  Loan 
Total  General  Fund 

State  Special  Revenue 
Coal  Tax 

Federal  Special  Revenue 

LSCA  Carryover* 
LSTA  99  &  00* 
LSTA  01 

Total  Federal  Special  Revenue 

Total  Funding  for  Grants 

*  Appropriations  requested  as  biennial  appropriations. 


$251,138 

164.000 

602J222 

$1,015,138 

$251,138 

82,000 

320220 

$633,138 

$0 

82,000 

220222 

$382,000 

$251,138 

164,000 

600220. 

$1,015,138 

$227,434 

$97,217 

$97,217 

$194,434 

$1,160,000 
0 
Q 

$1,160,000 

$150,000 

800.000 

Q 

$950,000 

$0 

0 

400  000 

$400,000 

$150,000 

800,000 

2 

$1,350,000 

$2,402,572 

$1,680,355 

$879,217 

$2,559,572 

0.0% 


-145% 


16.4% 
6.5% 


In  addition  to  no  biennial  change  in  general  fund,  this  biennial  adjustment  includes:  1)  federal  fund  increases  of  $190,000, 
or  16.4  percent;  and  2)  state  special  revenue  from  coal  severance  tax  collections  decreases  of  $33,000,  or  14.5  percent  as 
compared  to  the  1999  biennium.  In  the  1999  biennium,  this  $33,000  was  an  adjustment  due  to  the  timing  of  the  receipt  of 
revenues.  Therefore,  no  overall  change  is  requested. 

This  agency  is  one  of  five  that  receives  an  appropriation  from  the  8.36  percent  coal  severance  tax  collection  allocation. 
Two  different  subcommittees  will  review  the  budget  requests  for  the  five  functions.  Consequently,  the  subcommittees 
should  coordinate  their  efforts  in  appropriating  these  funds.  A  further  discussion  of  this  issue  is  included  in  the 
"Overview"  volume  of  the  Legislative  Budget  Analysis. 

DP  3  -  TBL  Donation  Account  Eliminated  -  The  Talking  Book  Library  (TBL)  account  has  been  eliminated  and  the 
executive  is  requesting  a  reduction  in  operational  costs  that  have  been  supported  by  this  state  special  revenue.  Donations 
for  the  talking  book  library  (TBL)  are  going  into  an  Expendable  Trust  account  and  are  being  spent  as  non-budgeted  funds. 
Non-budget  funds  do  not  require  an  appropriation. 

DP  4  -  Group  subscription  services  -  In  fiscal  1999,  a  project  was  started  in  which  libraries  (all  types)  could  enter  into  an 
agreement  with  the  State  Library  for  volume  pricing  for  LASERCAT  and  EPHOST  subscriptions.  These  subscriptions 
are  for  access  to  reference  material  information.  For  the  2001  biennium  the  State  Library  would  negotiate  the  price  with 
the  vendors  and  handle  the  accounting  involved  in  this  project.  By  volume  purchasing,  all  participates  (16  state  entities) 
could  receive  the  subscription  at  a  lower  price  than  they  paid  in  the  past.  Funding  for  this  present  law  adjustment  is  state 
special  revenue  received  as  pass  through  revenue  from  state  entities  with  libraries. 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

5 

Periodical  Electronic  Database-OTO 
Total  New  Proposals 

.00 
.00 

100,000 
$100,000 

200,000 

$200,000 

.00 
.00 

100,000 
$100,000 

200,000 
$200,000 
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New  Proposals 

DP  5  -  Periodical  Electronic  Database-OTO  -  The  executive  is  requesting  a  one-time-only  appropriation  to  expand 
information  resources  for  Montana  citizens  by  purchasing  a  statewide  magazine  database  license.  The  one-time-only 
request  is  for  the  executive  to  evaluate  the  program  over  the  biennium.  If  the  database  is  approved,  license  costs  are  an 
annual  cost  and  would  be  on-going. 

Through  this  license,  any  library  patron  can  gain  access  to  the  complete  text  of  articles  from  approximately  1,500 
magazines  plus  indexing  to  1,500  additional  magazines.  The  funds  would  be  targeted  to  rural  libraries,  who  have  an 
average  of  30  subscriptions  compared  to  an  average  of  70  subscriptions  for  the  state  as  a  whole.  (The  purchase  of  a 
$350,000  general  database  would  not  meet  all  the  needs  of  the  University  Libraries.  University  students  and  faculty  have 
access  to  additional  specialized  databases  to  support  their  education  and  research  needs.) 

According  to  the  agency,  subscription  cost  would  be  approximately  $350,000  each  year  for  all  the  publicly  funded 
libraries  in  the  state  (in  excess  of  650  libraries).  The  executive  is  requesting  $200,000  per  year  for  the  2001  biennium. 
The  funding  source  is  equally  split  between  general  fund  and  state  special  revenue.  Formal  bidding  would  take  place  after 
the  funds  are  appropriated.  Each  library  would  be  required  to  pay  part  of  the  cost  annually  based  on  a  sliding  scale.  The 
local  library  input  would  be  approximately  $150,000  each  year  in  the  2001  biennium. 

LFD  Issue  -  The  legislature  may  wish  to  consider  two  other  potential  funding  sources. 

1)  If  the  legislature  wishes  to  approve  this  new  proposal  it  may  wish  to  fund  it  entirely  with  coal  severance  tax 
collections.  As  stated  earlier,  the  library  is  one  of  five  functions  that  competes  for  these  funds.  The  Executive 
Budget  currently  requests  funding  for  these  five  functions  of  $5.0  million  over  the  biennium  for  all  potential  uses  or 
about  $0.4  million  less  than  Revenue  oversight  Committee  estimates.  Therefore,  these  funds  might  be  used  in  place 
of  the  general  fund.  However,  any  appropriation  above  present  law  from  the  coal  tax  shared  account  is  truly  a 
general  fund  appropriation  because  that  account's  unencumbered  fund  balance  is  transferred  to  the  general  fund 
annually.  Therefore,  the  legislature  may  wish  to  consider  this  expenditure  against  the  total  package  for  the  five 
agencies  that  receive  an  appropriation  from  the  8.36  percent  coal  severance  tax  collection  allocation. 

Table  4  shows  the  executive  proposed  allocation  of  these  funds.  Two  different  subcommittees  will  review  the 
budget  requests  from  the  five  agencies.  Consequently,  the  subcommittees  may  desire  to  coordinate  their  efforts.  A 
further  discussion  of  this  issue  is  included  in  the  "Overview"  volume  of  the  Legislative  Budget  Analysis. 


Table  4 

Executive  Proposed  Allocations 

8.36  Percent  Coal  Severance  Tax  Collections 

2001  Biennium 


Agency 


Proposed 
Allocations 


State  Library  Operations  $532,604 

DNRC  -  Conservation  Districts*  1,213,965 

Agriculture  -  Ag  Development  Council*  81 3,479 

Commerce  -  Coal  Board  2,080,127 

Commerce  -  County  Land  Planning  397.386 

Total  $5,037,561 
"Includes  funds  for  central  management  functions. 


2)  The  legislature  could  consider  redirecting  some 
of  the  federal  funds  for  grants  to  this  purpose. 
The  executive's  request  for  federal  grant 
appropriation  authority  increases  by  $190,000 
over  the  1999  biennium.  According  to  the  agency, 
the  majority  of  grants  that  make  up  the  increases 
in  federal  funds  have  been  approved  or  in  the 
process  of  being  approved  for  specific  projects. 
However,  the  agency  could  submit  a  new  grant 
request  to  reallocate  the  funding. 

Language  Recommendations 

"Item  [State  Library  Operations]  includes  biennial 
appropriations  for  $251,138  in  general  fund  money 
and  $950,000  in  federal  funds  for  grants  to  local 
libraries." 
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Program  Proposed  Budget 


Budget  Item 


Base 

Budget 

Fiscal  1998 


PL  Base 
Adjustment 
Fiscal  2000 


New 

Proposals 

Fiscal  2000 


Total 
Exec.  Budget 
Fiscal  2000 


PL  Base 
Adjustment 
Fiscal  2001 


New 
Proposals 
Fiscal  2001 


Total 
Exec.  Budget 
Fiscal  2001 


Total 
Exec.  Budget 
Fiscal  00-01 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 
Debt  Service 

Total  Costs 

General  Fund 
State/Other  Special 
Federal  Special 

Total  Funds 


400 

214,986 

295,992 

1,301 

0 

24,966 

$537,245 

32,820 

474,425 

30,000 

$537,245 


1  40 

16,110 

35,563 

22,616 

500,000 

(10,402) 

$563,887 

28,898 
169,989 
365,000 

$563,887 


.00 

0 
0 
0 
0 
0 

$0 

0 
0 
0 

$0 


5  40 

231,096 
331,555 

23,917 
500,000 

14,564 

$1,101,132 

61,718 
644,414 
395,000 

$1,101,132 


140 

14,523 

37,186 

22,616 

0 

(24,966) 

$49,359 

28,592 

5,767 

15,000 

$49,359 


.00 

0 
0 
0 
0 
0 

$0 

0 
0 
0 

$0 


5.40 

229,509 

333,178 

23,917 

0 

0 

$586,604 

61,412 

480,192 

45,000 

$586,604 


5  40 

460,605 
664,733 

47,834 
500,000 

14,564 

$1,687,736 

123,130 

1,124,606 

440,000 

$1,687,736 


Program  Description 

The  Natural  Resources  Information  Services  Program  (NRIS)  manages  the  state's  natural  resources  data.  It  provides  a 
standard  system  for  the  acquisition,  storage,  retrieval,  and  management  of  this  data,  and  coordinates  and  consults  with 
other  state  agencies  on  the  geographic  information  system  and  the  river  study.  The  program  also  administers  the  Montana 
Natural  Heritage  Program,  a  database  on  rare  or  exemplary  plants,  animals,  communities,  and  geological  features. 

Funding 

The  executive  funds  the  NRIS  with  7.3  percent  general  fund,  66.6  percent  state  special  revenue,  and  26.1  percent  federal 

funds.    State  special  revenue  is  from  the  renewable  resources  and  reclamation  and  development  accounts,  and  from  the 

Departments  of  Fish,  Wildlife  and  Parks;  Transportation;  and  Environmental  Quality.    These  revenues  are  designed  to 

generally  represent  support  for  ongoing  services  to 

those  agencies,  and  with  the  general  fund  and  a  small 

federal   grant  from  DEQ,  provide  a  stable  core  of 

funding.  The  LCA  represents  contracts  that  NRIS  may 

receive  for  specific  services.      Of  the  state  special 

revenue  $150,000  is  Legislative  Contract  Authority 

(LCA).  Of  the  federal  funding  $350,000  is  LCA.  Table 

5  displays  the  biennium  funding  of  NRIS  by  core  and 

Legislative     Contract     Authority     (LCA).     LCA     is 

discussed  in  the  Language  section  of  this  program. 

LFD  Issue  -  The  executive  funds  the  NRIS  core 
funding  with  10.4  percent  general  fund  for  the  2001 
biennium  as  compared  to  8.4  percent  appropriated  for 
the  1999  biennium.  This  represents  an  about  25.0 
percent  increase,  while  the  state  special  revenue  share 
is  decreasing.  The  issue  for  legislative  consideration  is 
whether  the  agencies  that  help  fund  the  NRIS  should 
participate  at  the  same  level  in  the  2001  biennium,  or 
whether  general  fund  should  undertake  a  larger  share  of 
the  cost. 


Table  5 

Natural  Resource  Information  System  Program 
Fiscal  2001  Biennial  Funding 

General 
Fund 

State 

Special 

cederal/ 
Other 

Total 
Funds 

NRIS  Cora 

General  Fund 

S123  130 

$123,130 

State  Special  Revenue 
Fish  Wildlife  and  Pants 
Department  of  Transportation 
Department  of  Environmental  Qualrty 
Renewable  Resources  <RIT) 
Reclamation  &  Development  (RIT) 

$115,000 
200.000 
10.000 
344.617 
304.969 

$115,000 
200.000 
10,000 
344.617 
304.969 

Federal  Special  Revenue 
NRIS  Federal  Grants  -  DEQ 
Total  Core 

Legislative  Contract  Authority  (LCA) ": 
LCA  (Private) 
LCA  (Federal) 
Total  LCA 

Q 
$123,130 

g 

$974,608 

$150,000 
$150,000 

aoosa 

$90,000 

25&2Q0. 
$350,000 

SOJjfiQ 

$1,187,736 

$150,000 
3SBJ!flfl 

$500.000 

Total  Funding 
Percent  Funding 

$123,130 
7.3% 

$1,124,608 

$440,000 
261% 

$1,687,738 
100  0% 

666% 

*  Executive  is  requesting  a  biennial  appropriation  for  LCA 
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Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

(44,809) 

1,334 

10,289 

(45,983) 

1,108 

12,138 

Total  Statewide  Adjustments 

($33,186) 

($32,737) 

Present  Law  Adjustments 

1 

2 

Change  from  Performance  Base  Budget 
Adjustments  to  base 

140 
00 

0 
39,056 

568,419 

28,654 

1.40 
.00 

0 
39,056 

68,006 
14,090 

Total  PL  Adjustments 

1.40 

$39,056 

$597,073 

1.40 

$39,056 

$82,096 

Present  Law  Adjustments  Total 

$563,887 

$49,359 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  1  -  Change  from  Performance  Base  Budget  -  The  executive  is  requesting: 

a)  to  add  1.4  FTE  to  the  NRIS  program.  This  1.4  FTE  includes:  1)  0.65  FTE  grade  14,  information  system  support 
specialist;  2)  0.65  FTE  grade  17,  information  system  support  specialist;  and  3)  0.10  FTE  grade  15  program  analyst. 
Funding  for  this  1.4  FTE  is  $60,919  in  fiscal  2000  and  $60,506  in  fiscal  2001.  The  funding  source  is  state  special  revenue 
from  renewable  resources  grants  and  reclamation  and  development  grants.  These  positions  were  modified  positions 
during  the  base  year. 

b)  to  increase  the  federal  funding  for  maintenance  contracts  by  $7,500  each  year. 

c)  legislative  contract  authority  (LCA)  of  $500,000.  Funding  for  the  LCA  is  private  and  federal  funding.  The  executive  is 
requesting  that  LCA  be  appropriated  as  a  biennial  appropriation. 

LFD  Comment  -  The  NRIS  is  requesting  to  fund  3  positions  that  add  up  to  1.4  FTE.  These  positions  were  filled  in 
fiscal  year  1998  as  modified  FTE  and  funded  with  LCA.  Because  the  NRIS  was  funded  with  a  lump  sum 
performance-based  budget,  personal  services  costs  were  not  tracked  and  FTE  had  little  meaning.  However,  now 
that  the  agency  is  no  longer  lump  sum  funded  it  must  now  justify  its  FTE.  The  NRIS  is  requesting  to  maintain 
FTE  at  a  status  at  what  would  have  been  base  level  if  it  had  not  been  performance-based.  Funding  for  these 
positions  in  provided  from  anticipated  LCA.  Please  see  the  policy  issued  in  the  Language  section  of  this  program 
for  a  further  description  of  LCA.  Total  LCA  expenditure  in  fiscal  1998  were  $249,684.  Of  that  expenditure 
amount  $71,666  was  funded  from  state  special  revenue  and  $178,108  was  fund  from  federal  special  revenue. 

DP  2  -  Adjustments  to  base  -  The  executive  is  requesting  each  year  of  the  biennium:  1)  $22,616  general  fund  for  the 
replacement  of  multi-user  computers.  According  to  the  agency,  the  NRIS  used  part  of  its  lump  sum  appropriation  to 
remodel  its  working  area  and  is  now  requesting  this  increase  in  appropriation  authority  to  replace  multi-user  computers;  2) 
$14,940  general  fund  to  provide  an  increase  for  the  Natural  Heritage  Program  (NHP)  contract  which  supports  NRIS 
expanding  efforts  to  collect,  document,  and  disseminate  NHP  related  information  (this  contract  will  be  negotiated  again 
for  fiscal  years  00  and  01.  This  amount  represents  a  3  percent  increase);  and  3)  $1,500  general  fund  each  year  to  provide 
an  increase  in  maintenance  contracts.  Additionally,  the  executive  is  requesting  to  decrease  state  special  revenue  (SSR) 
expenditures  by  $10,402  in  fiscal  2000  and  $24,966  in  fiscal  2001.  These  SSR  reductions  (renewable  resources  and 
reclamation  and  develop  funds)  are  the  principle  and  interest  payments  on  the  program's  automation  package,  which  will 
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be  paid  off  in  fiscal  2000. 

LFD  Issue  -  The  executive  is  requesting  to  increase  general  fund  expenditures  while  reducing  expenditures  in  state 
special  revenue.  If  the  legislature  decides  to  approve  the  present  law  adjustment,  it  may  desire  to  replace  some  of 
the  $78,112  general  fund  requested  over  the  biennium  with  the  $35,368  state  special  revenue  reductions  mentioned 
in  this  present  law  adjustment.  Additionally,  the  legislature  may  wish  to  reduce  the  NRIS  request  for  operations 
by  $22,616,  since  it  probably  will  not  be  remodeling  again  this  biennium. 

Language  Recommendations 

Item  [NRIS  program]  includes  $500,000  for  legislative  contract  authority  as  a  biennial  appropriation,  subject  to  the 
following  provisions: 

1)  Legislative  contract  authority  applies  only  to  state  special  revenue  funds  received  from  the  Montana  University  system, 
federal  funds,  and  private  funds. 

2)  Legislative  contract  authority  expenditures  must  be  reported  on  state  accounting  system.  The  records  must  be  separate 
from  present  law  operations. 

3)  A  report  must  be  submitted  by  the  Montana  State  Library  Commission  to  the  legislative  fiscal  division  following  the 
end  of  each  fiscal  year  of  the  biennium.  The  report  must  include  a  listing  of  projects  with  the  related  amount  of 
expenditures  for  each  project." 

LFD  Issue 

Legislative  Contract  Authority  -  Legislative  contract  authority  (LCA)  provides  a  means  by  which  the  legislature 
appropriates  additional  federal  and  private  funds  the  NRIS  may  receive  after  the  legislature  adjourns,  thus 
eliminated  the  need  for  budget  amendments.  The  executive  is  requesting  $500,000  for  the  2001  biennium. 

The  policy  issue  with  the  NRIS  LCA  is  that  these  contracts  have  been  recurring  over  the  past  few  biennia  and  the 
expenditures  are  not  varying  significantly.  Therefore,  the  legislature  may  wish  to  use  LCA  only  under  certain 
circumstances,  including  when:  1)  the  availability  of  funds  is  uncertain  at  the  time  the  legislature  meets  to  set 
appropriations;  and  2)  projects  cannot  be  anticipated  by  the  legislature  or  department.  If  these  conditions  are  not 
met,  the  department  should  bring  the  projects  and  funding  requests  to  the  legislature  for  discussion  and 
consideration  for  inclusion  in  HB  2.  However,  even  if  the  conditions  are  met,  the  department  should  consider  the 
budget  amendment  process  for  unanticipated  federal  funds,  as  do  most  other  agencies. 

Policy  Issue 

Does  the  legislature  want  to  continue  giving  LCA  authority?  The  following  are  some  legislative  options: 

1)  Do  not  approve  LCA.  Direct  the  agency  to  go  through  the  budget  amendment  process  to  spend  unanticipated  federal 
funds. 

2)  Do  not  approve  LCA.  Ask  the  agency  to  provide  an  amount  for  federally  funded,  on-going  projects  and  appropriate 
that  amount  in  HB  2,  as  expenditures  should  not  be  made  for  ongoing  projects  with  funds  that  could  have  been  anticipated 
by  the  legislature. 

3)  Approve  LCA  for  only  federal  funds.  Private  funds  do  not  need  an  appropriation  and  state  special  revenue  should  not 
be  appropriated  as  LCA.  Designate  the  appropriation  as  one-time-only  to  prevent  expenditures  from  being  reported  in  the 
base  of  the  next  biennium  budget. 
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4)  Approve  the  executive  request  with  the  exception  to  designate  the  appropriation  as  a  one-time-only  appropriation  so  as 
to  prevent  expenditures  from  being  reported  in  the  base  for  the  next  biennium  base. 

Other  Issues 

Change  from  Performance-Based  Budget 

The  1997  legislature  funded  the  NRIS  using  the  concept  of  performance  based  budgeting.  The  legislature  specified  goals 
and  objectives  for  program  performance,  as  well  as  measures  by  which  the  legislature  could  determine  whether  those 
goals  and  objectives  were  met.  That  appropriation  was  a  lump  sum,  and  left  for  the  agency  to  determine  the  best 
allocation  of  the  total  appropriation  to  accomplish  the  specified  goals  and  objectives  and  meet  the  performance  measures. 
The  legislature  may  wish  the  agency  to  report  on  how  it  performed  on  meeting  those  goals,  and  what  effect  if  any  the 
appropriation  change  will  have  on  the  agency's  ability  to  continue  to  meet  its  goals  and  objectives. 
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Agency  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

51  13 

1  00 

4.00 

56.13 

1  00 

4.00 

56.13 

56.13 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 
Transfers 

1,811,264 

932,760 

12,156 

81,028 

53,877 

62,374 

142,695 

30,600 

20,000 

0 

123,451 

37,612 

25,608 

0 

0 

1,997,089 
1,113,067 

68,364 
101,028 

53,877 

54,631 

103,118 

23,100 

20,000 

0 

122,529 

49,000 

0 

0 

0 

1,988,424 
1,084,878 

35,256 
101,028 

53,877 

3,985,513 

2,197,945 

103,620 

202,056 

107,754 

Total  Costs 

$2,891,085 

$255,669 

$186,671 

$3,333,425 

$200,849 

$171,529 

$3,263,463 

$6,596,888 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

1,484,154 
197,740 
491,813 
717,378 

148,472 
11,133 
37,695 
58,369 

131,999 

26,917 

0 

27,755 

1,764,625 
235,790 
529,508 
803,502 

120,259 

8,922 

29,686 

41,982 

122,871 

26,645 

0 

22,013 

1,727,284 
233,307 
521,499 
781,373 

3,491,909 

469,097 

1,051,007 

1,584,875 

Total  Funds 

$2,891,085 

$255,669 

$186,671 

$3,333,425 

$200,849 

$171,529 

$3,263,463 

$6,596,888 

Agency  Description 

The  Montana  Historical  Society  (MHS),  authorized  in  22-3-101,  MCA,  exists  for  the:  1)  use,  learning,  culture,  and 
enjoyment  of  the  citizens  of  the  state;  2)  acquisition,  preservation,  and  protection  of  historical  records,  art,  archival  and 
museum  objects,  historical  places,  sites,  and  monuments;  and  3)  custody,  maintenance,  and  operation  of  the  historical 
library,  museums,  art  galleries,  and  historical  places,  sites,  and  monuments.  The  society:  1)  maintains  a  library,  an  art 
gallery,  a  museum,  and  historical  exhibits;  2)  publishes  the  state  historical  magazine,  a  newsletter,  and  other  historical 
works;  and  3)  provides  educational  opportunities  and  information.  The  agency  also  administers  the  National  Historic 
Preservation  Act  and  the  State  Antiquities  Act.  The  Montana  Historical  Society  consists  of  seven  programs  including  two 
attached  Commissions,  the  Montana  Heritage  Preservation  Commission  and  the  Lewis  and  Clark  Bicentennial 
Commission. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Law 

Proposals 

Exec  Budget 

Law 

Proposals 

Exec  Budget 

Biennium 

Exec  Budget 

Budget  Item 

Fiscal  2000 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2001 

Fiscal  98-99 

Fiscal  00-01 

FTE 

52.13 

4.00 

56.13 

52.13 

4.00 

56.13 

00 

56.13 

Personal  Services 

1,873,638 

123,451 

1,997,089 

1,865,895 

122,529 

1,988,424 

3,602,195 

3,985,513 

Operating  Expenses 

1,075,455 

37,612 

1,113,067 

1,035,878 

49,000 

1,084,878 

1,963,963 

2,197,945 

Equipment 

42,756 

25,608 

68,364 

35,256 

0 

35,256 

36,561 

103,620 

Grants 

101,028 

0 

101,028 

101,028 

0 

101,028 

331,028 

202,056 

Transfers 

53,877 

0 

53,877 

53,877 

0 

53,877 

107,238 

107,754 

Total  Costs 

$3,146,754 

$186,671 

$3,333,425 

$3,091,934 

$171,529 

$3,263,463 

$6,040,985 

$6,596,888 

General  Fund 

1 ,632,626 

131,999 

1 ,764,625 

1,604,413 

122,871 

1,727,284 

2,994,264 

3,491,909 

State/Other  Special 

208,873 

26,917 

235,790 

206,662 

26,645 

233,307 

393,813 

469,097 

Federal  Special 

529,508 

0 

529,508 

521,499 

0 

521,499 

1,175,077 

1,051,007 

Proprietary 

775,747 

27,755 

803,502 

759,360 

22,013 

781,373 

1,477,831 

1,584,875 

Total  Funds 

$3,146,754 

$186,671 

$3,333,425 

$3,091,934 

$171,529 

$3,263,463 

$6,040,985 

$6,596,888 

New  Proposals 

The  table  below  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion  of  each  new 
proposal  are  included  in  the  individual  program  narratives. 
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New  Proposals 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Description 

Program 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

Historical  Projects  Coordinator 

01 

1  00 

26,168 

52,335 

1.00 

25,955 

51,911 

Purchase  Security  Equipment-OTO 

01 

.00 

20,000 

20,000 

00 

0 

0 

OGM  maintenance  funding  shift 

01 

00 

20,000 

0 

00 

20,000 

0 

Purchase  Industrial  Shelving-OTO 

02 

00 

13,612 

13,612 

00 

0 

0 

Audio/Videotape  &  Map  Cabinet 

02 

.00 

0 

5.608 

00 

0 

0 

Archives  Storage 

02 

,00 

0 

0 

.00 

25,000 

25,000 

Add  Curator-OTO 

03 

1.00 

31,898 

31,898 

1  00 

31.651 

31,651 

Add  Virginia  City  Sales  Clerks 

04 

1.00 

0 

22,147 

1.00 

0 

22,013 

Antiquities  database  develop  -OTO 

06 

1  00 

20,321 

41,071 

1.00 

20.265 

40,954 

Total  New  Proposals 

4.00 

$131,999 

$186,671 

4.00 

$122,871 

$171,529 

Agency  Issues 


Table  1 

Summary  of  Virginia  City  and  Nevada  City  Expenditures 

Fiscal  Years  1997  and  1998 


Authorized 


FY  97  FY  98 

Expenditures    Expenditures 


Total 


Personal  Services 
Operations 
Equipment 
Debt  Service 
Transfers* 

Total 


$110,644 
1,559,356 
3,010,000 
3,500,000 
45,000 

$8,225,000 


$0 

4,972 

3,492,665 

3,000,572 

0 

$6,498,209 


$97,321 

238,980 

105,832 

0 

45,000 


$97,321 

243,952 

3,598,497 

3,000,572 

45,000 


$487,133       $6,985,342 


*  This  transfer  was  from  the  Montana  Historical  Society's  Heritage  Program  to  the 
Department  of  Commerce  for  the  Fort  Peck  Interpretive  Center. 


in  the  Montana  heritage  preservation  and  development  account  provided  in  22- 
transferred  to  the  department  of  commerce  for  purposes  of  a  grant  to  the  Fort  Peck 


Montana  Heritage  Preservation  and 
Development  Commission 

The  Fifty-fifth  Legislature  appropriated 
the  funding  for  the  purchase  of  Nevada 
and  Virginia  Cities.  A  total  of 
$8,225,000  state  special  revenue  was 
appropriated  for  the  purchase, 
preservation,  and  maintenance  of  these 
historic  properties.  Table  1  shows  the 
expenditures  for  fiscal  years  1997  and 
1998.  This  table  also  shows  a  transfer 
of  $45,000,  which  was  transferred  to 
the  Department  of  Commerce  for  the 
Fort  Peck  Interpretive  Center. 

House  Bill  5  states:  "...The  amount  of 
$400,000  each  year  must  be  deposited 
3-1004.  On  July  1,  1997,  $45,000  is 
Interpretive  Center..." 


Two  policy  issues  the  legislature  may  wish  to  consider  are:  1)  in  what  years  did  the  legislature  intend  for  the  Montana 
Heritage  Preservation  and  Development  Commission  (MHPDC)  account  to  receive  the  $400,000  accommodations  tax 
revenue;  and  2)  was  the  transfer  of  the  $45,000  from  the  MHPDC  account  the  intention  of  the  legislature? 

With  the  exception  of  section  10  (disposal  of  severance  taxes),  HB  5  was  effective  on  passage  and  approval  (May  1, 
1997).  The  Legislative  Code  Commissioner's  interpretation  of  this  statute  is  that  accommodations  tax  proceeds  of 
$400,000  should  have  been  deposited  in  MHPDC's  account  in  fiscal  years  1997  and  1998,  and  should  continue  to  be 
deposited  through  fiscal  2001.  No  deposit  was  made  for  fiscal  1997.  Additionally,  the  Commissioner's  view  is  that  the 
$400,000  deposit  of  accommodations  tax  to  MHPDC  in  fiscal  1998  is  separate  and  distinct  from  the  $45,000  amount  that 
was  transferred  to  the  Department  of  Commerce  in  support  of  the  Fort  Peck  Interpretive  Center. 

Options: 

1)  Coordinate  with  the  long-range  planning  subcommittee  to  clarify  statute  as  to  the  legislature's  intent. 

2)  Adopt  option  number  one,  and  if  the  legislature's  intention  was  to  provide  $400,000  in  fiscal  1997,  create  a  temporary 
statute  change  (by  bill  generation)  to  increase  the  fiscal  2000  accommodations  tax  proceeds  allocation  to  the  MHDPC 
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account  by  an  additional  $400,000.  The  legislature  would  not  have  to  increase  appropriation  authority  because  these 
funds  are  statutorily  appropriated. 

3)  If  it  is  the  legislature's  intent  that  the  $45,000  was  not  to  come  from  the  MHPDC  appropriation,  create  a  temporary 
statute  change  to  increase  the  fiscal  2000  accommodations  tax  proceeds  allocation  to  the  MHDPC  amount  by  an 
additional  $45,000. 

4)  Take  no  action. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec  Budget 
Fiscal  00-01 

FTE 

14.50 

.00 

1  00 

15.50 

.00 

1  00 

15.50 

15.50 

Personal  Services 
Operating  Expenses 
Equipment 

489,979 

378,684 

0 

34,167 

66,292 

0 

52,335 

0 

20,000 

576,481 

444,976 

20,000 

32,380 

53,991 

0 

51,911 

0 
0 

574,270 

432,675 

0 

1,150,751 

877,651 

20,000 

Total  Costs 

$868,663 

$100,459 

$72,335 

$1,041,457 

$86,371 

$51,911 

$1,006,945 

$2,048,402 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

640,113 

176,034 

52,516 

0 

89,803 

7,272 

3,384 

0 

66,168 

6,167 

0 

0 

796,084 

1 89,473 

55,900 

0 

78,302 

5,121 

2,948 

0 

45,955 

5,956 

0 

0 

764,370 

187,111 

55,464 

0 

1,560.454 

376,584 

111,364 

0 

Total  Funds 

$868,663 

$100,459 

$72,335 

$1,041,457 

$86,371 

$51,911 

$1,006,945 

$2,048,402 

Program  Description 

The  Administration  Program  provides  supervision,  administration,  and  coordination  of  the  five  programs  in  the  Montana 
Historical  Society.  Program  staff  are  responsible  for  the  management,  planning,  direction,  and  leadership  of  the  society. 
Activities  include  public  information,  payroll/personnel,  fund  raising,  financial  reporting,  business  management,  security, 
and  building  management.  In  addition,  the  program  provides  tours  and  traveling  exhibits. 

Funding 

The  executive  funds  the  Administration  Program  with  approximately  76.2  percent  general  fund.  State  special  revenues 
are  from  donations  and  bed  tax,  which  supports  the  preservation  of  sites  and  signs.  Federal  funds  reflect  indirect  costs  of 
administering  the  National  Park  Service  federal  programs. 

LFD  Issue  -  Statute  allocates  all  accommodations  tax  (bed  tax)  revenues.  Therefore,  the  legislature  cannot  directly 
appropriate  bed  tax  in  HB  2.  The  Montana  Historical  Society  receives  1  percent  of  the  bed  tax  revenues  as  a  statutory 
allocation.  This  allocation  is  statutorily  appropriated  (and  consequently  does  not  appear  in  HB  2)  and  is  used  for  the 
installation  and  maintenance  of  historical  road  signs.  The  1995  legislature  authorized,  as  a  new  proposal,  $75,000  each 
fiscal  year  of  the  1997  biennium  from  the  Department  of  Commerce  Montana  Promotions  Program  for  the  purpose  of 
operating  Capitol  and  Original  Governor's  Mansion  tours.  It  was  the  legislature's  intent  that  the  Department  of  Commerce 
grant  these  funds  from  its  statutory  appropriation.  The  1995  legislature  intended  for  this  grant  to  continue  and  provided 
language  in  HB  2  to  that  effect. 

At  the  time  of  this  writing,  the  Bed  Tax  Futures  Task  Force,  in  its  report  to  the  Montana  Tourism  Advisory  Council,  had 
recommended  eliminating  the  use  of  the  accommodations  tax  to  fund  the  tours  of  the  Capitol  and  the  Original  Governor's 

Mansion.  Consequently,  the  Executive  Budget  contains  a 
reduced  appropriation  amount  of  $54,000  each  year.  Table  2 
shows  actual  expenditures  in  fiscal  1998  and  the  executive's 
proposal  for  the  2001  biennium. 

Because  the  Department  of  Commerce  is  the  authority  for 
determining  which  entities  receive  accommodations  tax 
grants,  it  ultimately  determines  whether  MHS  receives  this 
grant.  The  Department  of  Commerce  has  a  statutory 
appropriation  to  expend  accommodations  tax  proceeds  as 
prescribed  in  statute.  Therefore,  while  the  legislature  has 
appropriated  these  funds  in  the  past,  it  was  ultimately  the 
decision  of  the  Department  of  Commerce  whether  the  grant 
would  be  made. 


Table  2 

Historical  Society  Accommodations  Tax  Distribution 

Actual  Fiscal  1998 

Requested  2001  Biennium 

Fiscal  1998 

Fiscal  2000 

Fiscal  2001 

Program/Appropriations  Source 

Expenditures 

Request 

Request 

1%  Statutory  Appropriation 

Historical  Sites  Preservation 

$185,992 

$186,519 

$186,146 

HB  2  Appropriation/Commerce  Grant 

Administration  Program  -  Tours 

65,494 

41,493 

41.152 

Museum  Program  -  Tours 

9,506 

11,889 

11.829 

Subtotal 

75.000 

53.382 

52,981 

Total  Accomodations  Tax 

$260  992 

$239,901 

$239,127 
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The  issue  for  legislative  consideration  is  whether  it  wishes  to  continue  to  fully  fund  these  activities  with  accommodations 
tax. 

The  Historical  Society  also  receives  a  one-percent  allocation  of  accommodations  tax  in  statute  for  the  installation  and 
maintenance  of  roadside  historical  signs  and  historical  sites.  If  it  is  the  intent  of  the  legislature  to  continue  funding  this 
grant,  then  the  legislature  may  consider  adjusting  the  statutory  allocation  of  accommodations  tax  to  the  MHS.  A 
percentage  increase  of  about  0.6  percent  would  be  required  to  fund  an  additional  $54,000  per  year.  If  the  legislature 
desired  to  provide  $75,000  per  year  for  this  purpose,  a  percentage  increase  of  about  0.8  would  be  required. 


Options: 

1)  Increase  the  statutory  allocation  of  accommodations  tax  revenues  to  the  MHS  by  0.6  or  0.8  percent. 

2)  Reduce  total  expenditures  in  this  program  and  the  Museum  Program  to  $54,000. 

3)  Approve  the  executive  request  to  replace  a  portion  of  the  accommodations  tax  with  general  fund. 
Please  refer  to  the  funding  section  of  the  Museum  Program. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

34,167 

266 

57,531 

32,380 

157 

43,599 

Total  Statewide  Adjustments 

$91,964 

$76,136 

Present  Law  Adjustments 

13 
14 
16 

History  Conference  increases 
SWCAP  adjustment 
Adjustments  to  base 

.00 
00 
.00 

0 

0 

2,495 

5,000 
2,000 
1,495 

.00 
00 
.00 

0 

0 

4,235 

5,000 
2,000 
3,235 

Total  PL  Adjustments 

00 

$2,495 

$8,495 

.00 

$4,235 

$10,235 

Present  Law  Adjustments  Total 

$100,459 

$86,371 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  13  -  History  Conference  Increases  -  The  executive  is  requesting  an  increase  in  state  special  revenue  appropriation 
authority  to  fund  increased  costs  associated  with  the  annual  history  conference.  Historically,  the  conference  has  been  a 
three-day  event  and  includes  numerous  and  simultaneous  workshops  that  are  presented  by  several  speakers.  The  Society 
funds  all  hotel  and  per  diem  costs  for  these  individuals.  The  Society  is  forecasting  an  increase  in  the  number  of  days  for 
the  event  and  increasing  the  number  workshops  and  tours.  The  executive  funds  this  project  with  revenues  from  donations. 

DP  14  -  SWCAP  Adjustment  -  This  adjustment  reflects  the  amount  projected  to  be  charged  to  federal  funds  for  the 
Statewide  Cost  Allocation  Plan.  The  executive  funds  this  increase  with  revenues  from  the  federal  historic  sites 
preservations  account. 

DP  16  -  Adjustments  to  Base  -  The  executive  is  requesting  an  increase  in  general  fund  for  projected  increases  in  operating 
expenditures  for  the  following  items:  1)  the  estimated  amount  of  the  contract  with  ISD  for  network  management;  2)  the 
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estimated  cost  to  wire  computers  to  the  Historical  Society  network;  and  3)  additional  travel  in  fiscal  2001  to  manage  the 
history  conference,  which  will  be  held  at  an  out-of-town  location.  These  expenditures  were  not  included  in  the  base  since 
the  history  conference  was  in  Helena  in  fiscal  1998.  The  adjustment  decreases  building  maintenance  of  the  Original 
Governor's  Mansion  that  was  funded  with  accommodations  tax  revenues. 

LFD  Issue  -  Please  refer  to  the  LFD  Issue  in  the  funding  section  of  this  program  for  a  discussion  of  bed  tax 
revenues  associated  with  the  maintenance/tours  of  the  Original  Governor's  Mansion. 


New  Proposals 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Description 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

10 

11 

12 

Historical  Projects  Coordinator 
Purchase  Security  Equipment-OTO 
OGM  maintenance  funding  shift 

1.00 
00 
.00 

26,168 
20,000 
20,000 

52,335 

20,000 

0 

1.00 
00 
00 

25,955 

0 

20,000 

51,911 

0 
0 

Total  New  Proposals 

1.00 

$66,168 

$72,335 

1  00 

$45,955 

$51,911 

New  Proposals 

DP  10  -  Historical  Projects  Coordinator  -  The  Executive  Budget  adds  $104,246  to  fund  a  historical  projects  coordinator. 
According  to  the  agency,  the  Society's  scope  has  increased  with  the  addition  of  the  Lewis  and  Clark  Commission  and  the 
Montana  Heritage  and  Preservation  Commission  (MHPC).  This  coordinator  would  assist  the  director  with  these 
commissions.  Also,  the  MHS,  in  partnership  with  the  Department  of  Commerce,  is  developing  heritage  projects.  The 
executive  adds  this  coordinator  to  assist  with  these  projects.  According  to  the  agency,  the  duties  of  the  coordinator  are 
new  and  in  addition  to  any  duties  now  assigned  to  the  current  director.  This  request  for  1 .00  FTE,  grade  20,  Historical 
Projects  Coordinator,  is  funded  with  $52,123  general  fund  and  $52,123  private  funds  in  the  2001  biennium. 

LFD  Issue  -  This  position  description  is  similar  to  the  Deputy  Director  position  the  agency  requested  during  the 
1997  session.  The  request  was  denied  by  the  Fifty-fifth  legislature.  Also,  funding  for  this  new  proposal  establishes 
permanent  FTE  and  provides  funding  as  long  as  the  FTE  exists.  If  the  legislature  desires  to  approve  this  request,  it 
may  consider  funding  the  FTE  for  only  0.75  FTE  the  first  year  since  time  will  be  required  for  the  position 
description  to  be  approved  and  the  hiring  process  to  evolve. 

DP  1 1  -  Purchase  Security  Equipment-OTO  -  The  Executive  Budget  adds  $20,000  general  fund  appropriation  in  fiscal 
2000  to  upgrade  the  MHS  physical  security.  According  to  the  agency,  the  MHS  is  presently  unable  to  provide  adequate 
security  to  attract  large  exhibits  or  any  services  after  certain  hours  because  of  the  lack  of  security.  The  purchase  would 
include  cameras  and  additional  security  curtains  (audible  alarms).  Audible  alarms  would  supply  added  coverage  for 
particularly  vulnerable  items  and  exposed  areas. 

This  new  proposal  also  upgrades  the  existing  fire  alarm  system  at  the  Original  Governor's  Mansion.  The  executive  is 
recommending  this  appropriation  be  designated  as  one-time-only. 

DP  12  -  OGM  Maintenance  Funding  Shift  -  The  Executive  Budget  adds  $40,000  general  fund  appropriation  authority 
over  the  2001  biennium  for  the  maintenance  of  the  Original  Governor's  Mansion  and  reduces  state  special  revenue 
authority  by  the  same  amount.  According  to  the  executive,  this  funding  shift  was  a  result  of  the  Bed  Tax  Futures  Task 
Force  Report,  which  recommended  the  elimination  of  the  use  of  accommodations  tax  for  this  purpose. 

LFD  Issue  -  The  1995  legislature  authorized,  as  a  new  proposal,  $75,000  each  year  of  the  1997  biennium  for  Capitol 
and  Original  Governor's  Mansion  tours.  That  legislature  intended  for  this  grant  to  continue  and  provided 
language  in  HB  2  to  that  effect.  The  1997  legislature  continued  that  funding.  Please  refer  to  the  LFD  issue  in  the 
funding  section  of  this  program  and  the  Museum  Program. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 
Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

1375 

00 

00 

13.75 

.00 

00 

13.75 

13.75 

Personal  Services 
Operating  Expenses 
Equipment 

467,644 
88,651 
12,156 

13,945 

21,640 
9,600 

0 

13,612 

5,608 

481,589 

123,903 

27,364 

11,413 

14,067 
2,100 

0 

25,000 

0 

479,057 

127,718 

14,256 

960,646 

251,621 

41,620 

Total  Costs 

$568,451 

$45,185 

$19,220 

$632,856 

$27,580 

$25,000 

$621,031 

$1,253,887 

General  Fund 
State/Other  Special 
Proprietary 

513,075 

3,229 

52,147 

33,253 

1,060 

10,872 

13,612 

0 

5,608 

559,940 

4,289 

68,627 

23,199 
1,060 
3,321 

25,000 
0 
0 

561,274 

4,289 

55,468 

1,121,214 

8,578 

124,095 

Total  Funds 

$568,451 

$45,185 

$19,220 

$632,856 

$27,580 

$25,000 

$621,031 

$1,253,887 

Program  Description 

The  Library  Program  consists  of  the  library  and  archives  functions.  This  program  acquires,  organizes,  preserves,  and 
makes  accessible  to  the  public  published  materials,  historic  records  and  manuscripts,  photographs,  and  oral  history 
illustrative  of  the  history  of  Montana,  the  surrounding  region,  and  the  Trans-Mississippi  West.  This  program  houses  the 
official  Archives  of  State  Government.  It  also  assists  researchers  seeking  historical  information. 

Funding 

Approximately  89.3  percent  of  the  Library  Program  is  funded  with  general  fund.  State  special  revenue  includes  Teakle 
trust  funds  earmarked  for  the  acquisition  of  specialized  books.  Proprietary  funds  are  9.9  percent  of  the  budget  and  are 
from  the  sale  of  photographs  and  photocopies  of  documents. 

LFD  Issue  -  The  agency  accounts  for  all  enterprise  activities,  including  the  sale  of  photographs  and  photocopies  in  the 
program,  and  all  publications  in  the  Publication  Program,  in  one  accounting  entity.  In  fiscal  1998,  the  proprietary 
activities  in  this  program  generated  $52,707.  The  agency  spent  $52,147  base  expenditures  from  this  proprietary  account. 
In  the  2001  biennium  budget  request,  the  executive  requests  an  additional  $19,801  in  present  law  adjustments  and  new 
proposals  from  this  proprietary  account.  Therefore,  proprietary  funds  from  other  sources,  including  publications,  are 
subsidizing  the  program. 

While  these  proprietary  funds  offset  general  fund  in  this  program,  the  issue  for  legislative  consideration  is  how  these 
expenditures  and  requested  increases  impact  the  programs  providing  this  subsidy,  particularly  in  the  Publications 
Program.  This  program,  which  publishes  books  and  other  printed  material  such  as  Montana,  the  Magazine  of  Western 
History  and  the  Montana  Post,  is  not  yet  self-sufficient,  as  general  fund  continues  to  subsidize  2.0  FTE.  Therefore, 
increases  provided  in  this  program  and  funded  with  proprietary  funds  have  a  direct  bearing  on  the  ability  of  that  program 
to  achieve  self-sufficiency. 

For  a  further  discussion,  please  see  the  Funding  section  of  the  Publications  Program. 
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Present  Law  Adjustments 


Present  Law  Description 


Fiscal  2000 
FTE 


Fiscal  2000 

General 

Fund 


Fiscal  2000 
Total 
Funds 


Fiscal  2001 
FTE 


Fiscal  2001 

General 

Fund 


Fiscal  2001 
Total 
Funds 


Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Adjustments 

Present  Law  Adjustments 

Adjustments  to  base 

Computer  Replacement/Network  Wiring 

Purchase  Film  Processor 

Purchase  Microfilm  Cabinets-OTO 

Buy  books  using  Teakle  trust 

Purchase  Photo  Archives  Shelving 

Total  PL  Adjustments 

Present  Law  Adjustments  Total 


13,945 
1,003 
2.222 

$17,170 


11,413 

869 

2,248 

$14,530 


00 

3,000 

3,000 

00 

13,415 

13,415 

00 

0 

7,500 

00 

0 

0 

00 

0 

1,100 

00 

0 

3,000 

00 

$16,415 

$28,015 
$45,185 

.00 
.00 
.00 
.00 
.00 
.00 

.00 


3,000 

2,750 

0 

3,200 

0 

0 

3,000 
2,750 
0 
3,200 
1,100 
3,000 

.8,950 

$13,050 

$27,580 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  21  -  Adjustments  to  Base  -  The  executive  is  requesting  an  increase  in  general  fund  to  purchase  professional  supplies, 
provide  funding  for  bookbinding,  and  increase  instate  travel.  Supplies  include  Mylar  sleeves  to  encapsulate  maps,  book 
cloth  to  repair  loose  covers,  and  rice  paper  to  mend  tears.  Increased  travel  funds  will  support  costs  to  retrieve  donations  of 
historic  collections.  Examples  of  such  collections  include:  1)  records  of  businesses;  and  2)  photograph  collections, 
including  state  records  from  agencies  outside  Helena,  which  the  Society  has  a  statutory  obligation  to  retrieve  and  preserve. 

DP  23  -  Computer  Replacement/Network  Wiring  -  The  executive  is  requesting  general  fund  to  replace  eight  computers  to 
meet  MTPRRIME  and  Year  2000  compliance  and  to  fund  the  wiring  of  those  computers.  The  agency  has  computers  on  a 
five-year  replacement  schedule. 

DP  26  -  Purchase  Film  Processor  -  The  executive  is  requesting  an  appropriation  increase  in  proprietary  fund  expenditures 
to  replace  the  photograph  archives  darkroom's  nitrogen-Burt  tank  processor.  This  processor  was  purchased  in  the  196(Vs 
and  operates  with  an  automatic  processor  that  provides  constant  agitation  of  black-and-white  film  from  35mm  to  4"  x  5". 
A  new  processor  would:  1)  enable  the  staff  photographers  to  obtain  more  even  development  of  their  copy  negatives;  2) 
result  in  better  copy  negatives;  and  3)  operate  more  efficiently  by  using  less  staff  time. 


LFD  Comment  -  Please  refer  to  the  LFD  Issue  concerning  proprietary  funds  in  the  Funding  Section  of 
nroeram. 


this 


program 


DP  28  -  Purchase  Microfilm  Cabinets-OTO  -  The  executive  is  requesting  to  increase  general  fund  appropriations  to 
replace  microfilm  cabinets.  The  executive  is  requesting  this  appropriation  as  a  one-time-only  appropriation  in  fiscal  2001. 
According  to  the  agency,  the  cabinets  that  currently  house  the  non-newspaper  microfilm  collection  of  the  library  are 
nearly  full,  and  that  these  collections  grow  anywhere  from  fifty  to  a  few  hundred  reels  a  year.  This  replacement  would 
also  provide  more  storage  for  other  materials  such  as  videotapes  and  maps. 

DP  29  -  Buy  Books  Using  Teakle  Trust  -  The  executive  is  requesting  to  increase  state  special  revenue  (private  funds) 
appropriations  to  purchase  appropriate  materials  for  the  Thomas  Teakle  Western  Range  Life  collection.    The  executive 
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funds  this  adjustment  from  interest  monies  earned  from  the  Teakle  endowment  fund. 

LFD  Issue  -  Private  funds  can  be  spent  without  an  appropriation.  Therefore,  this  budget  proposal  is  not  necessary. 

DP  3 1  -  Purchase  Photo  Archives  Shelving  -  The  executive  is  requesting  an  appropriation  increase  in  proprietary  fund 
expenditures  to  purchase  eight  sections  of  30"  deep  industrial  shelving  to  replace  inadequate  and  insufficient  wooden 
shelving  and  more  properly  store  its  growing  film  collection.  In  recent  years,  the  program  has  received  several  hundred 
reels  of  historic  film  from  other  state  agencies  as  part  of  its  state  archives  functions.  Additionally,  the  program  has 
received  many  reels  of  private  sector  film,  including  documentary  footage  from  the  Campbell  Wheat  Farms  with  its  pilot 
mechanized  operations. 

LFD  Comment  -  Please  refer  to  the  LFD  Issue  concerning  proprietary  funds  in  the  Funding  Section  of  this 
program. 


New  Proposals 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Description 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

20 

Purchase  Industrial  Shelving-OTO 

00 

13,612 

13,612 

00 

0 

0 

22 

Audio/Videotape  &  Map  Cabinet 

.00 

0 

5,608 

00 

0 

0 

24 

Archives  Storage 

00 

0 

0 

.00 

25,000 

25,000 

Total  New  Proposals 

00 

$13,612 

$19,220 

00 

$25,000 

$25,000 

New  Proposals 

DP  20  -  Purchase  Industrial  Shelving-OTO  -  The  executive  is  requesting  a  general  fund  appropriation  to  purchase 
industrial  shelving  for  archive  storage.  According  to  the  agency,  replacement  of  the  current  standard  industrial  shelving 
would  double  the  archive  storage  capacity,  resolving  a  current  storage  problem.  This  new  proposal  would  provide  storage 
of  archives,  which  are  presently  in  boxes  and  stacked  in  hallways.  The  executive  is  requesting  this  appropriation  as  a  one- 
time-only appropriation. 

DP  22  -  Audio/Videotape  &  Map  Cabinet  -  The  executive  is  requesting  a  proprietary  fund  appropriation  to  purchase 
audio/videotape  storage  cabinets  and  map  cabinets.  According  to  the  agency,  the  cabinets  would  store  an  additional  2,400 
audiotapes  and  300  videotapes  and  take  care  of  storage  needs  for  at  least  the  next  six  years. 

The  map  cabinet  would  store  maps,  as  well  as  other  oversized  materials  that  remain  loose  and  are  randomly  stacked  for 
lack  of  oversize  storage  where  they  can  lay  flat. 


LFD  Comment 
program. 


Please  refer  to  the  LFD  Issue  concerning  proprietary  funds  in  the  Funding  Section  of  this 


DP  24  -  Archives  Storage  -  The  executive  is  requesting  a  general  fund  appropriation  in  fiscal  2001  to  provide  off-site 
record  storage.  According  to  the  agency,  this  appropriation  amount  would  provide  records  storage  space  of  3,000  to  4,000 
cubic  feet.  Additionally,  the  agency  said  the  archives  receive  about  1,000  additional  cubic  feet  of  material  each  year. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 

Fiscal  2000 

Adjustment 

Fiscal  2001 

Proposals 

Fiscal  2001 

Exec.  Budget 

Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

6.50 

00 

1.00 

7.50 

00 

1.00 

750 

750 

Personal  Services 
Operating  Expenses 
Equipment 

247,995 

42,820 

0 

(3,820) 

18,062 

0 

31,898 
0 
0 

276,073 

60,882 

0 

(4,656) 

12,858 

0 

31,651 
0 
0 

274,990 

55,678 

0 

551,063 

116,560 

0 

Total  Costs 

$290,815 

$14,242 

$31,898 

$336,955 

$8,202 

$31,651 

$330,668 

$667,623 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

257,330 

18,477 

5,918 

9,090 

17,432 

2,801 

(5,918) 

(73) 

31,898 
0 
0 
0 

306,660 

21,278 

0 

9,017 

11,438 

2,741 

(5,918) 

(59) 

31,651 
0 
0 
0 

300,419 

21,218 

0 

9,031 

607,079 

42,4% 

0 

18,048 

Total  Funds 

$290,815 

$14,242 

$31,898 

$336,955 

$8,202 

$31,651 

$330,668 

$667,623 

Program  Description 

The  Museum  Program  collects,  preserves,  and  interprets  the  history  of  Montana  through  its  material  culture.  The  museum 
collects  fine  arts  and  historical,  archaeological,  and  ethnological  artifacts  from  Montana  and  the  general  geographic 
region.  The  program  interprets  its  collections  through  exhibits  and  educational  activities.  The  Montana  Historical  Society 
is  required  by  state  law  to  operate  the  Museum  Program  in  accordance  with  3-22-3-103(2),  MCA,  which  states,  "The 
historical  library  and  any  historical  museum  administered  by  the  society  in  accordance  with  the  provision  of  this  part  shall 
be  independent  of  any  other  library,  museum,  or  gallery  owned,  maintained,  or  operated  by  the  state  of  Montana." 

Funding 

The  executive  funds  the  Museum  Program  with  approximately  91  percent  general  fund  over  the  biennium.  State  special 
revenue  includes  donations  and  accommodations  tax  revenue  to  fund  tour  guides  at  the  Original  Governor's  Mansion,  and 
total  $21,278  each  year.  Proprietary  funds  of  slightly  more  than  $9,000  each  year  are  from  the  sale  of  copies  of 
photographs  of  the  collections  and  rental  of  traveling  exhibits  out-of-state.  (Table  2,  in  the  Administration  Program 
section  shows  a  breakdown  of  how  the  executive  would  split  bed  tax  proceeds  between  the  Administration  Program  and 
this  program). 

LFD  Issue  -  The  executive  includes  $11,889  in  fiscal  2000  and  $11,829  in  fiscal  2001  of  accommodations  tax 
revenues  (total  expenditures  from  this  source  were  $9,506  in  fiscal  1998).  This  revenue  is  part  of  a  proposed 
$54,000  appropriation  to  this  program  and  the  Administration  Program  for  the  operation  of  Capitol  and  Original 
Governor's  Mansion  tours.  The  amount  requested  in  total  is  $21,000  less  than  the  $75,000  the  legislature  intended 
in  the  1999  biennium.  For  a  further  discussion,  please  see  the  Funding  section  of  the  Administration  Program. 
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Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

(3,820) 

500 

4,241 

(4,656) 

470 

4,288 

Total  Statewide  Adjustments 

$921 

$102 

Present  Law  Adjustments 

3 1          Computer  Replacement/Network  Wiring 

34  Adjustments  to  base 

35  OGM  Restoration 

00 
.00 
.00 

9,971 

2,850 

0 

9,971 

2,850 

500 

.00 
.00 
.00 

4,750 

2,850 

0 

4,750 

2,850 

500 

Total  PL  Adjustments 

00 

$12,821 

$13,321 

.00 

$7,600 

$8,100 

Present  Law  Adjustments  Total 

$14,242 

$8,202 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  3 1  -  Computer  Replacement/Network  Wiring  -  The  executive  is  requesting  general  fund  to  purchase  nine  computers 
and  associated  network  wiring.  According  to  the  agency,  this  need  is  based  upon  a  replacement  schedule  established  this 
biennium.  This  adjustment  would  replace  computers  five  years  old  or  older.  The  executive,  in  its  request,  states  the 
purchase  of  replacement  computers  would  ensure  the  program's  computers  are  MTPRRIME  compatible  and  Year  2000 
compliant. 

DP  34  -  Adjustments  to  Base  -  The  executive  is  requesting  an  increase  in  general  fund  appropriation  authority  to  purchase 
printing  services,  minor  tools,  and  building  materials.  This  adjustment  also  reduces  the  base  for  several  other  minor 
operating  categories.  The  cost  associated  with  the  building  materials  is  the  largest  expenditure  contained  in  this 
adjustment  and  would  be  used  to  improve  and  refurbish  existing  exhibits. 

DP  35  -  OGM  Restoration  -  The  executive  is  requesting  an  increase  in  state  special  revenue  appropriation  authority  from 
donations  to  offset  expenditures  required  for  restoration  of  the  Original  Governor's  Mansion. 


New  Proposals 


Description 


Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

30 


Add  Curator-OTO 


Total  New  Proposals 


100 


1.00 


31,898 


$31,898 


31,898 


$31,898 


1.00 


1.00 


31,651 


$31,651 


31,651 
$31,651 


New  Proposals 

DP  30  -  Add  Curator-OTO  -  The  executive  is  requesting  general  fund  as  a  one-time-only  appropriation  to  add  a  1 .00  FTE, 
Curator  grade  14  for  the  2001  biennium.  According  to  the  agency,  the  workload  of  the  current  curator  has  increased 
significantly  and  beyond  the  scope  of  a  single  FTE.  The  agency  cites  increased  workloads  in  the  area  of:  1)  information 
requests  associated  with  exhibitions;  2)  loan  requests  for  the  borrowing  of  exhibitions;  and  3)  public  relations,  including 
lectures,  workshops,  the  writing  articles  and  essays,  and  public  relations. 

LFD  Issue  -  According  to  the  agency,  the  current  curator  is  spending  in  excess  of  20  hours  per  week  on  the 
activities  cited  in  the  request  and  is  not  completing  all  of  the  tasks  addressed  in  the  request.    If  the  legislature 
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desires  to  approve  this  new  proposal,  it  may  desire  to  limit  the  funding  for  the  first  year  be  a  0.75  FTE.  This  action 
allows  for  the  administrative  processing  time  it  takes  to  get  a  new  position  classified  and  advertised,  and  to 
complete  the  hiring  process. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

9.88 

00 

1.00 

10.88 

.00 

100 

1088 

10.88 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

305,964 

350,177 

0 

53,877 

16,587 

9,758 

21,000 

0 

22,147 
0 
0 
0 

344,698 

359,935 

21,000 

53,877 

15,670 

1,823 

21,000 

0 

22,013 
0 
0 
0 

343,647 

352,000 

21,000 

53,877 

688,345 

711,935 

42,000 

107,754 

Total  Costs 

$710,018 

$47,345 

$22,147 

$779,510 

$38,493 

$22,013 

$770,524 

$1,550,034 

General  Fund 
Proprietary 

53,877 
656,141 

(225) 
47,570 

0 
22,147 

53,652 
725,858 

(227) 
38,720 

0 
22,013 

53,650 
716,874 

107,302 
1,442,732 

Total  Funds 

$710,018 

$47,345 

$22,147 

$779,510 

$38,493 

$22,013 

$770,524 

$1,550,034 

Program  Description 

The  Publications  Program  promotes  the  study  of  Montana  history  through  lectures  and  publications.  The  program 
publishes  quarterly  editions  of  Montana,  the  Magazine  of  Western  History  and  the  Montana  Post,  the  official  newsletter  of 
the  society.  It  also  publishes  books  under  the  Montana  Historical  Society  Press  imprint  and  operates  the  retail  and  mail 
order  museum  store. 

Funding 

The  executive  funds  the  program  with  approximately  93  percent  proprietary  funds  from  sales  and  publications.  The 
approximate  7  percent  general  fund,  budgeted  as  a  transfer,  pays  personal  services  costs  for  approximately  2.0  FTE 
involved  in  publishing  Montana,  the  Magazine  of  Western  History.  The  transfer  allows  these  funds  to  be  spent  from  the 
proprietary  account  in  accordance  with  generally  accepted  accounting  principles  (GAAP).  According  to  the  agency,  the 
magazine  is  not  self-sustaining  and  requires  general  fund  to  subsidize  its  publication  for  the  2001  biennium. 

LFD  Issue  -  The  legislature  is  advised  that  this  program  is  proprietary  in  all  facets  of  it  operations.  As  an  enterprise 
operation,  it  publishes  magazines  and  books  and  operates  a  mail  order  and  retail  bookstore.  All  operations  are  conducted 
to  generate  a  profit.  Its  financial  operations  are  accounted  for  in  a  proprietary  account.  The  legislature  may  desire  to 
make  this  a  fully  funded  proprietary  program  and  remove  its  funding  from  HB  2. 


Table  3 

Montana  Historical  Society 

Publication  Program 

History  of  Total  Appropriations 

and  the  2001  Biennium  Executive  Request 

Histoncal  Total  Program  Appropriations 

Executive 
Budget  Request 

Purpose  of  ADDroo  Authontv 

1993 
Biennium 

1995 
Biennium 

1997 
Biennium 

1999 
Biennium 

2001 

Biennium 

Personal  Services                                      $326,240 
Operating  Expenses                                  695,938 
Equipment                                                     1,102 
Transfers  (partial  funding  for  2  FTE)             26^503 
Total                                            $1,119,788 

$397,860 

698,439 

1,500 

1GZ23Q. 

$1,200,729 

$510,226 
842.545 

2,200 

104  198 

$1,459,169 

$598,098 

745.446 

11,000 

106  720 

$1,461,264 

$688,345 

711,935 

42,000 

107  754 

$1,550,034 

Fund  Source 

1993 
Biennium 

1995 
Biennium 

1997 
Biennium 

1999 
Biennium 

2001 
Biennium 

General  Fund 
Federal  Special 
Propnetary 
Total 

$96,269 

13.500 

1010019 

$1,119,788 

$102,930 

0 

1  097  799 

$1,200,729 

$104,198 

10,000 

1  344  971 

$1,459,169 

$106,800 

0 

1354  464 

$1,461,264 

$107,302 

0 

1  442  732 

$1,550,034 

The  1995  legislature  passed  HB  576, 
which,  among  other  things,  eliminated  the 
requirement  that  proprietary  funds  be 
appropriated  in  HB  2.  The  reason  the 
Publications  Program  has  remained  a  HB  2 
program  is  because  of  the  general  fund 
subsidy  it  has  continued  to  receive.  Table 
3  provides  a  historical  presentation  of  the 
program's  expenditure  categories  and  its 
funding  sources.  Also  presented  is  the 
executive's  request  for  the  2001  biennium. 


There  are 
legislature 
program: 


two    policy    issues    that 
might     consider     with 


1 )  Does  the  legislature  desire  to  continue  to 
fund  a  portion  of  the  2.0  FTE  involved  in 
the    production    of   the    magazine    with 
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general  fund,  while  the  Executive  Budget  continues  to  expand  the  publication  program  with  proprietary  funds?  (During 
the  1997  legislative  session,  the  director  of  MHS  addressed  the  Education  Subcommittee  and  made  a  statement  to  the 
effect  that  if  the  legislature  subsidized  the  program  for  the  1999  biennium,  he  thought  it  should  be  able  to  fund  itself  in  the 
future.) 

2)  If  the  legislature  agrees  with  the  expansion  of  enterprise  operations,  should  there  be  a  companion  goal  of  replacing  the 
general  fund  subsidizing  the  magazine? 

Options: 

1)  Do  not  provide  the  general  fund  authority  to  subsidize  the  support  for  the  2.0  FTE  and  increase  the  proprietary 
authority  to  fully  support  the  2.0  FTE.  Remove  the  program  from  HB  2. 

2)  Phase  out  the  general  fund  authority  to  support  the  2.0  FTE.  This  could  be  accomplished  by  requiring  a  percentage  or  a 
fixed  amount  of  proprietary  funds  to  replace  general  fund  each  year.  Another  possibility  would  be  to  completely  fund  1.0 
FTE  with  proprietary  funds  (a  shift  of  approximately  $54,000  proprietary  funds  to  replace  general  funds  over  the 
biennium).  Retain  the  program  as  a  FIB  2  program. 

3)  Approve  the  Executive  Budget.  Retain  the  program  as  a  HB  2  program 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  200C 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

16,587 
1,159 
1,099 

15,670 

1,088 

735 

Total  Statewide  Adjustments 

$18,845 

$17,493 

Present  Law  Adjustments 

41 

42 

Computer  replacement 
Replace  Retail  System 

.00 
.00 

0 
0 

7,500 
21,000 

.00 
00 

0 
0 

0 
21,000 

Total  PL  Adjustments 

.00 

$0 

$28,500 

00 

$0 

$21,000 

Present  Law  Adjustments  Total 

$47,345 

$38,493 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  41  -  Computer  Replacement  -  The  executive  is  requesting  an  increase  in  proprietary  appropriation  authority  in  fiscal 
year  2000  to  replace  seven  computers  and  associated  network  wiring.  According  to  the  agency,  this  need  is  based  upon  a 
replacement  schedule  established  this  biennium.  This  adjustment  would  replace  computers  five-years  old  or  older.  The 
purchase  of  replacement  computers  would  ensure  the  program's  computers  are  MTPRRIME  compatible  and  Year  2000 
compliant. 

DP  42  -  Replace  Retail  System  -  The  executive  is  requesting  an  annual  increase  in  proprietary  appropriation  authority  to 
replace  its  retail  accounting  system.  This  is  a  point  of  sales  system  and  records  sales,  inventory,  and  cost  of  goods  sold, 
and  produces  related  reports.  According  to  the  agency,  this  system  is  not  Year  2000  compliant  and  has  had  a  history  of 
major  system  failures.  Additionally,  the  agency  states  the  reporting  information  is  unreliable. 


HISTORICAL  SOCIETY 


E-63 


PUBLICATIONS 


HISTORICAL  SOCIETY 


4-PUBLICATIONS 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

40 

Add  Virginia  City  Sales  Clerks 
Total  New  Proposals 

1.00 
1.00 

0 
$0 

22,147 

$22,147 

1.00 
1.00 

0 

$0 

22,013 

$22,013 

New  Proposals 

DP  40  -  Add  Virginia  City  Sales  Clerks  -  The  executive  is  requesting  to  increase  proprietary  appropriation  authority  to 
fund  two  new  0.5  FTE's.  One  position  is  funded  at  a  grade  8  level  and  the  other  is  funded  at  a  grade  5.  MHS  has  added  a 
museum  store  in  Virginia  City,  which  has  created  a  new  market  for  Montana  Press  books  and  other  items. 

LFD  Issue  -  The  legislature  is  advised  that  the  Executive  Budget  uses  proprietary  funding  to  expand  the 
expenditures  growth  of  this  program,  yet  the  2.0  FTE  associated  with  the  publishing  of  the  magazine  remain 
funded  with  general  fund.  Refer  to  the  LFD  issue  in  the  Funding  Section  of  this  program  for  options  concerning 
the  funding  of  the  Publications  Program. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 
Adjustment 
Fiscal  2001 

New 
Proposals 

Fiscal  2001 

Total 
Exec  Budget 

Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

650 

100 

1.00 

8.50 

1  00 

100 

8.50 

850 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

299,682 

72,428 

0 

81,028 

1,495 

26,943 

0 

20,000 

17,071 

24,000 
0 
0 

318,248 

123,371 

0 

101,028 

(176) 

20,379 

0 

20,000 

16,954 

24,000 

0 

0 

316,460 

116,807 

0 

101,028 

634,708 

240,178 

0 

202,056 

Total  Costs 

$453,138 

$48,438 

$41,071 

$542,647 

$40,203 

$40,954 

$534,295 

$1,076,942 

General  Fund 
State/Other  Special 
Federal  Special 

19,759 

0 

433,379 

8,209 

0 

40,229 

20,321 

20,750 

0 

48,289 

20,750 

473.608 

7,547 

0 

32,656 

20,265 

20,689 

0 

47,571 

20,689 

466,035 

95,860 

41,439 

939,643 

Total  Funds 

$453,138 

$48,438 

$41,071 

$542,647 

$40,203 

$40,954 

$534,295 

$1,076,942 

Program  Description 

The  Historic  Sites  Preservation  Program  administers  the  federal  Historic  Preservation  Act  and  the  federal  grants-in-aid  for 
historic  preservation.  Staff  review  all  proposed  federally  funded  or  permitted  projects  within  the  state  to  determine  their 
effect  on  properties  listed  or  eligible  for  listing  on  the  National  Register  of  Historic  Places.  The  office  certifies  historic 
structures  and  rehabilitation  projects  for  federal  tax  credits  authorized  by  the  Tax  Reform  Act  of  1976,  and  oversees  the 
Montana  State  Antiquities  Act.  The  program  awards  federal  grants  to  local  governments,  private  entities,  and  individuals 
in  two  areas:  1)  the  Certified  Local  Government  Program;  and  2)  survey  and  planning. 

Funding 

The  executive  funds  this  program  with  approximately  9  percent  general  fund,  87  percent  federal  special  revenue  from  the 
National  Park  Service,  and  4  percent  state  special  revenue  from  private  donations  and  grants. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

(26,373) 
1,733 
9,945 

(27,834) 
1,456 
4,813 

Total  Statewide  Adjustments 

($14,695) 

($21,565) 

Present  Law  Adjustments 

61 

64 

Computer  Replacement/Network  Wiring 
Adjustments  to  base 

.00 
1.00 

5,000 
0 

10,905 
52,228 

00 
1.00 

4,470 
0 

9,750 
52,018 

Total  PL  Adjustments 

1  00 

$5,000 

$63,133 

100 

$4,470 

$61,768 

Present  Law  Adjustments  Total 

$48,438 

$40,203 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  61  -  Computer  Replacement/Network  Wiring  -  The  executive  is  requesting  an  appropriation  authority  increase  in 
fiscal  2000  to  replace  eight  computers  and  associated  network  wiring.  According  to  the  agency ,this  need  is  based  upon  a 
replacement  schedule  established  this  biennium  and  would  replace  computers  five-years  old  or  older.  The  purchase  of 
replacement  computers  would  ensure  the  program's  computers  are  MTPRRIME  compatible  and  Year  2000  compliant. 
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The  executive  funds  this  request  with  $5,000  general  fund  and  $5,905  federal  funds  in  fiscal  2000.  In  fiscal  2001  the 
request  is  funded  with  $4,470  general  fund  and  $5,280  federal  funds. 

LFD  Issue  -  The  legislature  is  advised  that  the  1997  legislature  approved  $20,000  federal  funds  per  year  in  the  1999 
biennium  for  the  replacement  of  computer  equipment. 

DP  64  -  Adjustments  to  Base  -  The  executive  is  requesting  an  increase  in  federal  funding  to:  1)  upgrade  a  modified  FTE, 
grade  12,  Information  Technology  Specialist  position  to  a  fully  funded  FTE;  2)  provide  funding  for  a  cellular  telephone 
and  voice  mail;  3)  provide  an  increase  in  travel  funding;  and  4)  provide  funding  for  grants  to  local  governments. 

According  to  the  agency,  the  Information  Technology  Specialist  position  is  currently  filled  and  in  the  past  has  been 
funded  by  transferring  operations  authority  to  personal  services.  Both  voice  mail  and  the  cellular  telephone  were 
implemented  in  fiscal  1998.  However  the  expenditures  in  the  base  represent  only  a  portion  of  the  fiscal  year.  The 
increase  in  travel  is  requested  to  comply  with  federal  requirements  for  on-site  reviews  of  Certified  Local  Governments 
(CLG)  and  for  the  attendance  at  six  Native  American  conferences  scheduled  during  the  upcoming  biennium.  MHS  is 
required  by  the  federal  government  to  provide  grants  to  CLG's  in  order  to  receive  federal  funding  for  sites  preservation. 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

60 

Antiquities  database  develop  -OTO 
Total  New  Proposals 

1.00 
1.00 

20,321 
$20,321 

41,071 
$41,071 

100 
1.00 

20,265 
$20,265 

40,954 
$40,954 

New  Proposals 

DP  60  -  Antiquities  Database  Develop.-OTO  -  The  executive  is  requesting  a  one-time-only  appropriation  to  establish  an 
antiquities  database.  The  executive  funds  this  new  proposal  with  $40,586  general  fund  and  $41,439  private  funds  over  the 
2001  biennium.  The  executive  is  requesting  new  appropriation  authority  to:  1)  staff  1.0  FTE,  a  grade  5  administrative 
support  position;  and  2)  provide  $24,000  annually  in  operating  expenses,  to  be  used  primarily  in  consulting  services  and 
the  purchase  of  computer  equipment.  According  to  the  executive,  the  on-going  maintenance  of  this  database  after  the 
2001  biennium  would  be  paid  for  with  user  fees.  According  to  the  agency,  the  specific  work  required  precludes  the  use  of 
federal  funds  and  is  required  by  state  law. 

LFD  Issue  -  The  executive  is  requesting  to  use  general  fund  and  private  funds  to  fund  this  new  initiative.  The 
private  funds  are  received  as  general  donations  and  grants  for  unspecified  use,  and  consequently  could  be  used  for 
general  operations  of  the  agency. 

The  issue  for  legislative  consideration  is  whether  it  desires  to  fund  a  new  proposal  with  private  funds,  or  would 
rather  fund  existing  operations  with  more  private  funds  and  reduce  the  general  fund  requirement  for  the  program. 

If  the  legislature  does  desire  to  approve  this  new  proposal,  it  may  wish  to  restrict  the  appropriation  authority  to 
this  specific  use. 
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SUMMARY 

Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Exec  Budget 

Adjustment 

Proposals 

Exec.  Budget 

Exec  Budget 

Budget  Item 

Fiscal  1998 

Fiscal  2000 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2001 

Fiscal  00-01 

FTE 

3.974.  IS 

7.16 

5.00 

3,986.31 

7.16 

5.00 

3,968.31 

3,98631 

Personal  Services 

2,619,116 

176,122 

160,819 

2,956,057 

160,802 

159,639 

2,939,557 

5,895,614 

Operating  Expenses 

2,932,588 

11,571 

814,748 

3,758,907 

(47,504) 

714,504 

3,599,588 

7,358,495 

Equipment 

25,455 

0 

0 

25,455 

0 

0 

25,455 

50,910 

Local  Assistance 

4,783,882 

218,299 

0 

5,002,181 

221,299 

0 

5,005,181 

10,007,362 

Grants 

8,055,788 

655,877 

1,243,541 

9,955,206 

810,258 

1,243,541 

10,109,587 

20,064,793 

Benefits  &  Claims 

1,000 

0 

23,900,127 

23,901,127 

0 

25,095,133 

25,096,133 

48,997,260 

Transfers 

119,398,527 

5,462,165 

8,302,336 

133,163,028 

5,294,153 

8,145,380 

132,838,060 

266,001,088 

Debt  Service 

99,156 

(95,095) 

0 

4,061 

(95,095) 

0 

4,061 

8,122 

Total  Costs 

$137,915,512 

$6,428,939 

$34,421,571 

$178,766,022 

$6,343,913 

$35,358,197 

$179,617,622 

$358,383,644 

General  Fund 

113,436,878 

19,861,022 

(8,404,251) 

124,893,649 

19,785,246 

(8,667,298) 

124,554,826 

249,448,475 

State/Other  Special 

14,455,976 

(13,783,112) 

15,190,472 

15,863,336 

(13,783,213) 

15,858,037 

16,530,800 

32,394,136 

Federal  Special 

10,022,658 

351,029 

27,635,350 

38,009,037 

341,880 

28,167,458 

38,531,996 

76,541,033 

Total  Funds 

$137,915,512 

$6,428,939 

$34,421,571 

$178,766,022 

$6,343,913 

$35,358,197 

$179,617,622 

$358,383,644 

Agency  Description 

Article  X,  Section  9  of  the  Montana  Constitution  requires  that  the  Board  of  Regents  appoint  the  Commissioner  of  Higher 
Education,  who  is  the  chief  administrative  officer  of  the  Montana  University  System  (MUS).  The  system  includes:  1)  the 
Office  of  the  Commissioner  of  Higher  Education  (OCHE);  2)  three  community  colleges;  3)  two  consolidated  universities 
and  their  affiliated  campuses;  and  4)  five  public  service  and/or  research  agencies. 

The  three  community  colleges  are  Dawson  Community  College  in  Glendive,  Miles  Community  College  in  Miles  City, 
and  Flathead  Valley  Community  College  in  Kalispell.  The  two  universities  include:  1)  Montana  State  University  with 
campuses  in  Bozeman,  Havre,  Billings  and  a  college  of  technology  in  Great  Falls;  and  2)  the  University  of  Montana  with 
campuses  in  Missoula,  Butte,  Dillon,  and  a  college  of  technology  in  Helena.  The  five  public  service  and/or  research 
agencies  are  the:  1)  Agricultural  Experiment  Station;  2)  Montana  Extension  Service;  3)  Forestry  and  Conservation 
Research  Station;  4)  Bureau  of  Mines;  and  5)  Fire  Services  Training  School.  The  MUS  units  are  defined  in  section  20-25- 
201,  MCA.  To  locate  the  individual  budget  discussions,  please  see  the  Table  of  Contents. 

Lump  Sum  Budget 

The  Executive  Budget  proposes  a  single  lump-sum  budget  for  the  university  units  appropriated  to  the  OCHE  and 
comprised  of  general  fund  and  millage.  University  tuition,  interest,  and  other  funds  comprising  the  total  current 
unrestricted  fund  would  be  budgeted  in  language.  The  executive  proposes  that  OCHE  programs  be  budgeted  outside  the 
lump  sum,  which  is  a  change  from  the  prior  two  biennia  when  those  programs  were  included  with  the  lump  sum.  The 
Executive  Budget  also  budgets  separately  for  the  community  colleges,  a  rural  physicians'  residency  program,  and  the 
public  service  /research  agencies,  as  has  been  done  historically.  Each  of  the  budgets  is  discussed  further  in  the  following 
narrative. 

LFD  Comment  -  If  the  OCHE  is  not  included  in  the  lump  sum  appropriation,  the  flexibility  to  move  funds  between 
programs,  units,  and  fiscal  years  will  be  governed  by  statute,  as  it  is  for  every  other  state  agency.  The  change  will  not 
eliminate  the  transfer  flexibility  entirely,  but  more  reporting  will  be  required,  and  the  amounts  of  funds  transferred  into  the 
second  fiscal  year  will  be  limited.  The  major  issue  is  whether  the  legislature  wishes  to  restrict  the  use  of  appropriations  to 
the  OCHE  and  units,  or  whether  it  wants  the  Regents  to  manage  the  funding. 

Examples  of  management  actions  occurring  in  fiscal  1998  that  could  have  been  affected  if  OCHE  had  been  excluded  from 
the  lump  sum  include:  1)  OCHE's  withholding  of  $400,000  from  the  units'  lump  sum  appropriation  for  distance  learning; 
and  2)  transfers  of  all  unused  funds  in  the  Administration  program  to  the  Administration  and  Board  of  Regents'  programs 
in  fiscal  1999,  rather  than  the  30  percent  allowed  other  agencies.  The  impact  of  removing  the  OCHE  from  the  lump  sum 
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will  be  noted  in  the  program  narratives.  However,  the  applicable  statutes  refer  to: 

1)  transfers  from  the  second  year  to  the  first  year  of  the  biennium,  which  will  be  permissible  under  the  supplemental 
appropriation  procedures  specified  in  17-7-3 11,  MCA; 

2)  transfers  from  the  first  to  the  second  fiscal  year,  which  will  be  limited  to  30  percent  of  unused  funds  under  17-3-304, 
MCA;  and 

3)  program  transfers  within  fiscal  years,  which  must  be  explained  to  the  Legislative  Fiscal  Analyst  and  the  Legislative 
Finance  Committee  prior  to  implementation,  as  required  by  17-7-139,  MCA,  if  the  transfers  exceed  25  percent  of  the 
program  budget  and  are  at  least  $25,000. 

Base  and  Present  Law  Adjustments 

The  budgeting  process  requires  that  the  base  level  of  expenditures  on  which  the  ensuing  biennium  budget  is  built  be 

established  by  removing  from  actual  expenditures  certain 
types  of  transfers,  non-recurring  expenditures,  statutory 
appropriations,  etc.  Present  law  adjustments  from  that 
base  are  to  be  detailed  as  decision  packages  for  the 
legislature.  The  present  law  decision  packages  include: 
1)  statewide  adjustments  for  fully  funding  positions  and 
annualization  of  the  1999  biennium  pay  plan;  2) 
statewide  adjustments  for  fixed  costs  and  inflation;  and 
3)  workload  increases  beyond  the  control  of  the  agency, 
such  as  student  enrollment  increases.  If  the  base  is  over- 
stated, the  budget  for  the  ensuing  biennium  will  be  too 
high.  If  present  law  adjustments  are  not  included,  the 
budget  will  be  too  low. 

As  shown  in  Table  1,  the  general  fund  base  was  not 
adjusted  or  was  over-adjusted  in  certain  OCHE 
programs.  In  the  case  of  the  Work  Study  program,  the 
executive  did  not  include  a  present  law  adjustment  to 
allow  Work  Study  funds  for  increased  enrollment. 
While  these  adjustments  are  not  large  percentages  of  the 
respective  budgets,  together  they  total  a  general  fund 
budget  over-statement  of  $177,623  in  fiscal  2000  and 
$169,670  in  fiscal  2001.  The  table  provides  an  overview 
of  the  general  fund  potential  adjustments.  These 
adjustments,  as  well  as  adjustments  for  other  funds  will  be  discussed  in  detail  in  the  program  narratives. 

Executive  Recommended  Legislation 

The  executive  recommends  the  passage  of  legislation  that  would  reinstate  the  six-mill  statewide  property  tax  levy  for  the 
university  system.  The  electorate  approved  imposition  of  that  levy  in  November  1998,  but  they  also  approved  CI-75, 
which,  according  to  the  Code  Commissioner,  requires  another  vote  before  it  can  be  imposed  for  ten  years.  However,  the 
legislature  can  enact  a  six-mill  levy  for  two  years  with  a  three-fourths  majority  vote  (see  discussions  in  the  "Distribution 
Program"  section  of  this  narrative). 


Table  1 

General  Fund  Base  and  Present  Law  Issues 

Commissioner  of  High* 

3r  Education 

F 

seal  2000 

Fiscal  2001 

Administration 

Pers.  Services  Transfer  -  Vac.  Savings 
One  Time  Expend.  Candidate  Search 

($11,000) 
(16,000) 

($1 1 ,000) 
(16,000) 

Student  Assistance 

SEOG  Base  Expansion 
Montana  Tuition  Assistance 
Perkins  Loans 
Work  Study  Present  Law 
WICHE/WWAMI  Vacancies 

(60,454) 

(19,243) 

(9,395) 

59,385 

(110,586) 

(60,454) 

(19,243) 

(9,395) 

67,338 

(110,586) 

Talent  Search 

Supplemental 

GF  Replaced  by  Exec. 

(3,175) 
(7,155) 

(3,175) 
(7,155) 

Net  Base  &  PL  Adjustments 

($177,623) 

($169,670) 
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Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 

Fiscal  2000 

Proposals 

Fiscal  2000 

Exec  Budget 
Fiscal  2000 

Law 
Fiscal  2001 

Proposals 

Fiscal  2001 

Exec  Budget 
Fiscal  2001 

Biennium 
Fiscal  98-99 

Exec.  Budget 
Fiscal  00-01 

FTE 

3,981  31 

500 

3,986.31 

3,981  31 

5.00 

3,986.31 

3,974  15 

3,986  31 

Personal  Services 

Operating  Expenses 

Equipment 

Local  Assistance 

Grants 

Benefits  &  Claims 

Transfers 

Debt  Service 

2,795,238 

2,944,159 

25,455 

5,002,181 

8,711,665 

1,000 

124,860,692 

4,061 

160,819 

814,748 

0 

0 

1,243,541 

23,900,127 

8,302,336 

0 

2,956,057 

3,758,907 

25,455 

5,002,181 

9,955,206 

23,901,127 

133,163,028 

4,061 

2,779,918 

2,885,084 

25.455 

5,005,181 

8,866,046 

1,000 

124,692,680 

4,061 

159,639 

714,504 

0 

0 

1,243,541 

25,095,133 

8,145,380 

0 

2,939,557 

3,599,588 

25,455 

5,005,181 

10,109,587 

25,096,133 

132,838,060 

4,061 

11,940,054 

4,610,230 

66,455 

9,473,507 

16,470,192 

1,000 

241,035,573 

197,953 

5,895,614 

7,358,495 

50,910 

10,007,362 

20,064,793 

48,997,260 

266,001,088 

8,122 

Total  Costs 

$144,344,451 

$34,421,571 

$178,766,022 

$144,259,425 

$35,358,197 

$179,617,622 

$283,794,964 

$358,383,644 

General  Fund 
State/Other  Special 
Federal  Special 

133,297,900 

672,864 

10,373,687 

(8,404,251) 
15,190,472 
27,635,350 

124,893,649 
15,863,336 
38.009,037 

133,222,124 

672,763 

10,364,538 

(8,667,298) 
15,858,037 
28,167,458 

124,554,826 
16,530,800 
38,531,996 

229,682,694 
35,762,392 
18,349,878 

249,448,475 
32,394,136 
76,541,033 

Total  Funds 

$144,344,451 

$34,421,571 

$178,766,022 

$144,259,425 

$35,358,197 

$179,617,622 

$283,794,964 

$358,383,644 

New  Proposals 

The  table  below  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion  of  each  new 

proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Description 

Program 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

Student  grants  (MTAP)  one  time  only 

02 

.00 

1,500,000 

1,500,000 

.00 

1,500,000 

1,500,000 

FTE  in  current  base 

06 

1.00 

0 

36,681 

1.00 

0 

36,425 

Incr  authority  to  projected  level 

06 

00 

0 

45,939 

.00 

0 

113,966 

STW  Implementation  Grant 

08 

00 

0 

3,046,665 

.00 

0 

2,246,920 

Quality  investments  -  one  time  only 

09 

00 

1,500,000 

1,500,000 

.00 

1,500,000 

1,500,000 

Vision  2005,  Economic  Develop,  -oto 

09 

00 

1,590,000 

1,590,000 

.00 

1,590,000 

1,590,000 

Economic  Development  Research  -  oto 

09 

00 

1,600,000 

1,927,328 

.00 

1,600,000 

2,102,792 

Family  Practice  Residency 

09 

00 

45,600 

45,600 

00 

91,200 

91,200 

Fee  Waivers  -  resident  student 

09 

00 

173,293 

173,293 

00 

356,747 

356,747 

Passage  of  legislation  for  6  mills 

09 

.00 

(14,863,144) 

0 

.00 

(15,355,245) 

0 

Add  FTE  for  New  Services 

12 

400 

0 

125,938 

400 

0 

125,014 

Authority  for  Accounting  Change 

12 

.00 

0 

23,900,127 

.00 

0 

25,095,133 

Incr  due  to  loan  volume 

12 

00 

0 

480,000 

00 

0 

550,000 

Partnerships  in  Education 

13 

.00 

50,000 

50,000 

.00 

50,000 

50,000 

Total  New  Proposals 

500 

($8,404,251) 

$34,421,571 

5  00 

($8,667,298) 

$35,358,197 

Language  Recommendations 

The  executive  recommends  that  all  university  transfer  funds,  except  state  general  fund  and  millage,  be  appropriated  in 
language.  The  language  is  presented  in  the  program  and  agency  narratives. 
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Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

15.40 

00 

00 

15.40 

00 

00 

15  40 

15.40 

Personal  Services 
Operating  Expenses 
Equipment 

760,515 

253,708 

0 

148,784 

4,794 

0 

0 
0 

0 

909,299 

258,502 

0 

142,651 

(20,157) 

0 

0 
0 
0 

903,166 

233,551 

0 

1,812,465 

492,053 

0 

Total  Costs 

$1,014,223 

$153,578 

$0 

$1,167,801 

$122,494 

$0 

$1,136,717 

$2,304,518 

General  Fund 
State/Other  Special 

1,014,223 
0 

153,578 
0 

0 
0 

1,167,801 
0 

122,494 
0 

0 
0 

1,136,717 
0 

2,304,518 
0 

Total  Funds 

$1,014,223 

$153,578 

$0 

$1,167,801 

$122,494 

$0 

$1,136,717 

$2,304,518 

Program  Description 

The  Administration  program  includes  the  Commissioner  of  Higher  Education  and  personnel  to  assist  the  commissioner  in 
implementing  the  Board  of  Regents  policy.  Article  X,  Section  9  of  the  Montana  Constitution  requires  that  the  Board  of 
Regents  appoint  the  commissioner  and  prescribe  the  incumbent's  powers  and  duties.  The  commissioner  and  agency 
personnel  are  responsible  for  providing  leadership,  technical  assistance,  and  staff  support  to  the  Board  of  Regents  and 
postsecondary  education  agencies.  Duties  include:  1)  general  administration  of  the  university  system;  2)  academic, 
financial,  and  legal  administration;  3)  labor  relations  and  personnel  administration;  and  4)  student  assistance 
administration. 

Funding 

Funding  for  this  program  is  entirely  general  fund. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 

Funds 

Fiscal  2001 
FTE 

Fiscal  2001 
General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Inflation/Deflation 
Fixed  Costs 

745 
4,049 

666 
(20,823) 

Total  Statewide  Adjustments 

$153,578 

$122,494 

Personal  services  are  fully  funded,  less  a  2.8  percent  vacancy  savings  rate  totaling  $26,419  in  fiscal  2000  and  $26,229  in 
fiscal  2001 .  This  is  approximately  the  same  amount  of  vacancy  savings  taken  in  the  1999  biennium. 

LFD  Issue  -  The  Executive  Budget  expands  the  base  budget  in  the  Administration  program  by  including:  1)  full 
restoration  of  the  entire  personal  services  base,  less  the  2.8  percent  vacancy  savings,  as  was  done  for  all  agencies;  and  2) 
$16,000  spent  on  a  job  candidate  search  in  fiscal  1998  for  a  position  that  is  now  filled. 

The  OCHE  transferred  fiscal  1998  unused  personal  services  of  $25,670  to  the  fiscal  1999  administration  budget  and 
$42,000  to  the  fiscal  1999  Board  of  Regents'  budget,  and  retained  $31,951  in  a  fiscal  1998  reverted  account  for  use  on 
unidentified  projects  in  fiscal  1999.  The  agency  does  not  anticipate  having  $99,621  in  vacancy  savings  available  for 
transfers  in  the  2001  biennium  because  all  positions  but  one  are  filled.  However,  if  it  did,  and  if  OCHE  is  excluded  from 
the  lump  sum  appropriation,  only  30  percent  of  the  total  would  be  transferable.  The  remainder  would  revert  to  the  general 
fund. 

The  one  vacant  position  in  the  Administration  program  is  a  technology  position  at  a  cost  of  approximately  $37,000  per 
year,  which  the  agency  has  held  open  until  they  know  the  qualifications  of  the  person  they  need  to  work  with  the  Banner 
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and  PeopleSoft  accounting  systems.  If  this  position  is  not  filled,  the  agency  would  have  additional  funds  to  transfer  to 
other  programs.  Therefore,  the  personal  services  could  be  further  reduced  by  removing  the  remaining  $1 1,000  from  this 
position,or  the  $37,000  could  be  line-itemed  for  this  position  only. 

The  executive  included  $16,000  in  the  base  for  job  search  operating  expenses  for  a  position  that  is  now  filled.  By  leaving 
that  amount  in  the  base,  the  executive  included  it  in  the  annual  budget  for  the  2001  biennium.  However,  those  expenses 
are  non-recurring  and  could  be  excluded  from  the  base,  thus  reducing  the  budget  by  $16,000  each  year  of  the  biennium. 

Legislative  options  include: 

1)  approving  the  Executive  Budget  for  the  Administration  Program; 

2)  reducing  the  budget  by  $1 1,000  each  year  to  add  vacancy  savings  for  the  remainder  of  the  position  not  reduced  by 
vacancy  savings  in  the  Executive  Budget; 

3)  reducing  the  budget  by  $16,000  in  non-recurring  expenses  to  arrive  at  a  2001  biennium  present  law  level  of  services; 

4)  reducing  the  budget  by  both  the  $1 1,000  additional  vacancy  savings  in  option  2  and  the  $16,000  base  expansion  in 
option  3;  or 

5)  line-iteming  the  personal  services  for  use  in  this  program,  only. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec  Budget 
Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

00 

00 

.00 

.00 

.00 

00 

00 

.00 

Local  Assistance 

Grants 

Transfers 

81,000 

5,553,055 

0 

4,000 

433,454 

0 

0 

1,500,000 

0 

85,000 

7,486,509 

0 

7,000 
586,313 

0 

0 

1,500,000 

0 

88,000 

7,639,368 

0 

173,000 

15,125,877 

0 

Total  Costs 

$5,634,055 

$437,454 

$1,500,000 

$7,571,509 

$593,313 

$1,500,000 

$7,727,368 

$15,298,877 

General  Fund 
State/Other  Special 
Federal  Special 

5,493,456 

0 

140,599 

437,454 
0 
0 

1,500,000 
0 
0 

7,430.910 

0 

140,599 

593,313 
0 
0 

1,500,000 
0 
0 

7,586,769 

0 

140,599 

15,017,679 

0 

281,198 

Total  Funds 

$5,634,055 

$437,454 

$1,500,000 

$7,571,509 

$593,313 

$1,500,000 

$7,727,368 

$15,298,877 

Program  Description 

The  Student  Assistance  Program  consists  of  the: 


1)  Western  Interstate  Commission  on  Higher  Education  (WICHE)  Student  Exchange  Program  which  provides 
educational  opportunities  for  Montana  students  in  the  fields  of  medicine,  osteopathic  medicine,  dentistry,  veterinary 
medicine,  optometry,  public  health,  occupational  therapy,  and  podiatry; 

2)  Washington,  Wyoming,  Alaska,  Montana,  Idaho  (WWAMI)  Program,  a  cooperative  agreement  with  the  University  of 
Washington  School  of  Medicine  providing  medical  education  opportunities; 

3)  Minnesota  Dental  Program,  a  cooperative  agreement  with  the  University  of  Minnesota  School  of  Dentistry  providing 
dental  education  opportunities; 

4)  State    Student    Incentive    Grant    (SSIG)    Program 
which  provides  grant  funds  to  needy  students; 

5)  Carl  Perkins  Loan  Fund; 

6)  state  matching  dollars  for  the  federal  Supplemental 
Educational  Opportunity  Grant  (SEOG); 

7)  Montana  Tuition  Assistance  Program  (MTAP);  and 

8)  state's  share  of  the  Montana  Work  Study  Program 
(Title  20,  Chapter  25,  Part  7,  MCA). 

Under  Chapter  26  of  Title  20,  MCA,  the  Commissioner 
of  Higher  Education  is  responsible  for  the 
administration  of  the  resident  student  financial 
assistance  program.  The  Western  Regional  Higher 
Education  Compact  is  authorized  in  20-25-801  through 
806,  MCA.  The  compact  allows  reciprocal  agreements 
with  member  states  for  the  enrollment  of  students. 

Funding 

The  student  assistance  programs  are  funded  by  both 
state  general  fund  and  federal  funds.  WICHE/WWAMI 
and  the  Minnesota  Dental  programs  are  funded  by  state 
general  fund  monies.  The  Carl  Perkins  Loan  Fund  and 
SEOG  programs  are  funded  with  75  percent  federal 
funding  on  the  campus  and  25  percent  state  general 
fund.  SSIG  is  approximately  25  percent  federal  funds 
and  75  percent  state  general  fund.    Work  Study  is  70 


Table  2 

Student  Assistance  Programs 

Fiscal  1998  through  the  2001  Biennium 

Actual 

Op.  Plan 

Exec.  Budget 

Exec.  Budget 

Program 

FY  1998 

Fiscal  1999 

FY  2000 

FY  2001 

Interstate  Assistance 

WtCHE  Dues 

$81,000 

$83,000 

$85,000 

$88,000 

WICHE  Assistance 

1,111,060 

1.228,434 

1,331,901 

1,383,800 

WWAMI 

2,444.980 

2,590.020 

2,633,760 

2,731.920 

Minnesota  Dentistry 

76,267 

85,800 

100,100 

102.900 

TOTAL 

$3.713.307 

$3,987,254 

$4,150.761 

$4,306,620 

Student  Aid  Programs 

SSIG 

$370,161 

$290,177 

$370,161 

$370,161 

Perkins  Loans 

283.438 

240,208 

283,438 

283,438 

SEOG 

446,571 

460,234 

446.571 

446,571 

MT  Student  Asst.  Pgm. 

84,700 

201.341 

1,584.700 

1 .584,700 

State  Work  Study 

735,878 

861.767 

735.878 

735,878 

TOTAL 

$1,920,748 

$2,053,727 

$3,420,748 

$3,420,748 

Funding 

General  Fund 

$5,493,456 

$5,858,446 

$7,430,910 

$7,586,769 

Interest  Earnings 

- 

112.121 

- 

0 

Federal  SSIG 

140,599 

70,414 

140,599 

140,599 

TOTAL 

$5  634.055 

$6  040.981 

$7,571,509 

$7.727  368 

COMMISSIONER  OF  HIGHER  ED 


E-72 


STUDENT  ASSISTANCE  PROGRAM 


COMMISSIONER  OF  HIGHER  ED 


2-STUDENT  ASSISTANCE  PROGRAM 


percent  state  general  fund  and  30  percent  employer  match,  with  the  employer  being  responsible  for  any  applicable  student 
benefits. 

Funding  by  program  is  shown  in  Table  2.  Interstate  assistance  issues  are  discussed  in  the  "Present  Law  Adjustment" 
section  of  this  narrative.  Because  the  executive  does  not  request  any  adjustments  to  actual  fiscal  1998  expenditures  in 
other  student  aid  programs,  student  aid  funding  issues  are  discussed  below  the  table. 

LFD  Issue  1  -  SSIG  awards,  which  average  $600  per  grant,  are  for  financially  needy,  full-time  resident  students  attending 
a  unit  of  the  Montana  University  System.  As  shown  in  Table  3,  general  fund  was  matched  by  approximately  equal  federal 
funds  through  fiscal  1995.  In  recent  years  the  federal  funding  has  declined  to  less  than  25  percent  of  total  funds  in  fiscal 
1999.  Both  general  fund  and  federal  funding  issues  are  raised  in  the  executive  SSIG  proposal. 

Federal  regulations  require  a  state  maintenance  of  effort  equal  to  $220,000,  but  OCHE  transferred  an  additional  $9,800 

from  the  Work  Study  program  to 
increase  the  grants  available  for 
fiscal  1998.  The  Executive  Budget 
reduces  the  budget  from  actual 
expenditures  to  the  required 
$220,000  match,  but  the  state  does 
not  have  the  option  of  reducing  the 
total  general  fund  below  that  level 
if  it  is  to  comply  with  federal 
maintenance  of  effort  standards. 

However,  the  MTAP  program, 
discussed  below,  has  been  certified 

as  state  maintenance  of  effort  for  the  SSIG  program,  even  though  it  serves  students  who  are  slightly  less  financially  needy. 

The  net  result  is  that  the  combined  general  fund  portions  of  SSIG  and  MTAP  must  equal  $220,000  for  the  state  to  be  in 

compliance  with  federal  regulations.    The  legislature  has  the  option  of  reducing  the  general  fund  portion  of  the  SSIG 

program  by  an  amount  equal  to  appropriations  for  the  MTAP  program. 

The  federal  funding  of  $140,599  per  year  shown  in  the  Executive  Budget  exceeds  the  $70,414  received  in  fiscal  1999  and 
anticipated  by  the  university  system  for  each  year  of  the  2001  biennium.  The  appropriation  requested  by  the  executive 
would  result  in  empty  federal  spending  authority  of  $70,185  each  year  without  unexpected  grant  increases,  which  means 
that  the  agency  has  authority  to  spend  funds,  but  no  cash  to  spend.  However,  if  OCHE  received  any  other  federal  funds 
during  the  course  of  the  biennium,  it  could  use  this  empty  authority  to  spend  the  new  funds  without  going  through  the 
budget  amendment  process.  The  legislature  has  the  option  of  reducing  the  federal  authority  by  $70,185  each  year  or 
restricting  the  appropriations  for  SSIG  only. 

LFD  Issue  2  -  SEOG  awards,  which  average  $550  to  $600  per  student,  are  supplemental  grants  to  the  neediest  of  students 
who  are  in  undergraduate  degree  or  certificate  programs.  The  federal  share  of  the  awards,  provided  through  the  campuses, 
is  75  percent  of  the  total  grant.  The  university  system  allocated  $446,571  general  fund  in  fiscal  1998,  which  is  $60,454 
more  than  appropriated  by  the  1997  legislature,  to  match  the  entire  federal  award,  as  shown  in  Table  4.  The  additional 
general  fund  was  transferred  from  the  Work  Study  program. 

The  university  system  anticipates  that  the  federal  grants  in  the  2001  biennium  will  be  equal  to  the  fiscal  1999  award  of 
$1,380,702,  to  which  it  has  allocated  $460,234  for  a  full  general  fund  match.  The  legislature  has  the  option  of  removing 
the  $60,454  general  fund  to  return  to  the  appropriated  base.  However,  doing  so  will  result  in  a  loss  of  federal  SEOG 
grants  of  $18 1,362. 


Table  3 

SSIG  Funding  Trend 

Fiscal  1995  through  Estimated  Fiscal  2001 

Actual      Actual      Actual       Actual      Budget    Estimated 

Estimated 

Funding 

FY  1995   FY  1996    FY  1997    FY  1998    FY  1999     FY  2000 

FY  2001 

General  Fund 

$220,000     $219,763     $  228,081     $  229,562     $  219.763     $     220.000 

$     220,000 

Federal  Funds 

199,612        174,576          87,972         140,599           70,414           140,599 

140,599 

TOTAL 

$419,612     $394,339     $316,053     $370,161     $290,177     $     360,599 

$     360.599 

Cumulative  %  Change 

-6  02%        -24.68%        -11.78%        -30  85%           -14.06% 

-14.06% 
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The  Executive  Budget  includes  the  fiscal  1998  base  general  fund 
fiscal  2000  and  fiscal  2001,  as  shown  in  the  table.    This  amount 


Table  4 

SEOG  Funding  Trend 

Fiscal  1995  through  Estimated  Fiscal  2001 


Funding 


Actual         Actual         Actual         Actual        Budget 
FY  1995      FY  1996      FY  1997      FY  1998     FY  1999 


General  Fund  Share-25%        $287,669        $386,117 
Federal  Share  75%'  863,007       1,158,351 

TOTAL  $1,150,676      $1,544,468      $1,676,080      $1,786,284     $1,840,936 


$419,020         $446,571        $460,234 
1,257.060        1,339,713       1,380,702 


Cumulative  %  Change  34.22%  45.66%  55  24%  59  99% 

'Grants  awarded  on  the  campuses  -  only  25%  general  fund  match  appropriated  in  House  Bill  2 


expenditure  of  $446,571  as  the  general  fund  match  for 
is  $13,663  less  than  required  to  match  the  fiscal  1999 
federal  grant.  Appropriation  of 
$13,663  less  general  fund  than 
that  required  to  match  the  full 
federal  grant  will  result  in  a  loss 
of  $40,989  federal  funds  unless 
the  university  system  can  find 
additional  match  monies 
elsewhere,  as  it  did  in  fiscal 
1998.  Addition  of  the  general 
fund  match  to  take  full 
advantage  of  federal  funding 
would  be  a  new  proposal. 


Estimated    Estimated 
FY  2000      FY  2001 


$446,571 
1.339.713 


$446,571 
1.339,713 


$1,786,284      $1,786,284 


5524% 


55.24% 


LFD  Issue  3  -  The  Executive  Budget  includes  the  Montana  Tuition  Assistance  Program  at  the  fiscal  1998  actual  level  of 

$84,700,  plus  a  $1.5  million  new  proposal  each  year, 

as  discussed  below.      The  program  provides  $500 

grants  each  year  to  working  students  from  families 

with  lower  and  lower-middle  incomes.    Basically,  the 

student    must    be    working    and    have  just   enough 

financial  resources  to  be  ineligible  for  a  low-income 

Pell  Grant. 

The  1997  legislature  appropriated  $65,457  each  year 
of  the  1999  biennium,  and  the  OCHE  transferred 
$19,243  from  the  Work  Study  program  in  fiscal  1998, 
thus  providing  approximately  1 70  grants.  The  OCHE 
has  further  expanded  the  program  in  fiscal  1999  by 
allocating  $23,720  additional  general  fund  and 
$112,121  unanticipated  fiscal  1998  interest  earnings 
for  a  total  of  $201,341,  as  shown  in  Table  5  (see 
"Funding"  issues  in  the  "Distribution  to  Units" 
program).  This  amount  will  provide  over  400  grants. 


Table  5 

Montana  Tuition  Assistance  Program 

1999  and  2001 

Biennia 

Actual 

Op  Plan 

Budget 

Budget 

FY  1998 

FY  1999 

FY  2000 

FY  2001 

Source  of  Funds 

Appropriation                                               $65,457 

$65,500 

$84,700 

$84,700 

One-Time  Only  (MT  Power  Cap  Gains) 

1,500,000 

1,500,000 

Transfer  from  Work  Study                           1 9,200 

Trans,  from  FY  98  WICHE-VWvAMI                   43 

23,720 

Trans,  from  Units'  Interest  Earnings                     0 

112.121 

0 

0 

TOTAL                                                 $84,700 

$201,341 

$1,584,700 

$1,584,700 

Funding 

General  Fund                                             84.700 

89,220 

1,584,700 

1,584,700 

Interest  Earnings                                                Q 

112,121 

0 

0 

TOTAL                                                 $84,700 

$201,341 

$1,584,700 

$1,584,700 

LFD  Issue  4  -  As  Table  6  shows,  the  Executive  Budget 
for  Work  Study  funds  is  set  at  the  actual  fiscal  1998  expenditures  for  the  program.  This  base  is  lower  than  appropriated 

because   the   OCHE  transferred   Work 


Table  6 

Work  Study  General  Fund  Trend 

Fiscal  1995  through  Estimated  Fiscal  2001 


Funding 


Op  Plan    Estimated    Estimated 
FY  1995   FY  1996   FY  1997   FY  1998   FY  1999     FY  2000      FY  2001 


Budgeted  Funds 
Actual  Expenditures* 
Budget  Over  (Under)  Actual 


$500,000 
499,985 


$653,008 
651,829 


$686,153 
688,747 


$838,292 
735,878 


$861,767 
787,389 


735.878 
795,263 


735,878 
803,216 


$15         $1,179        ($2,594)    $102,414       $74,378  ($59,385)        ($67,338) 


Annual  %  Change  in  Expenditures-  30.37%  5.66%  6  84% 

•Assume  expenditures  change  in  proportion  to  tuition  changes  for  FY99-FY01 


7.00% 


1 .00% 


1 .00% 


Study  funds  to  the  SEOG,  and  MTAP 
programs,  as  noted  above,  as  well  as  to 
Perkins  loans.  The  appropriations  for 
Work  Study  had  been  increased  to 
$838,292  in  fiscal  1998,  based  on 
estimated  increases  in  numbers  of 
student  FTE  and  the  minimum  wage. 
Actual  FTE  increases  were  only  a 
portion  of  the  total  estimated  increase. 
Therefore,  OCHE  transferred  $98,892  to 
other   student   aid    programs    in    fiscal 
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1998.  The  executive  reduced  the  SSIG  base  by  $9,800,  leaving  $89,092  in  higher  bases  in  the  grant  programs. 

The  funds  were  appropriated  by  the  1997  legislature,  based  on  anticipated  need.  Since  the  need  did  not  fully  materialize, 
the  fiscal  1998  student  aid  program  budget  base  should  be  the  actual  fiscal  1998  expenditures  for  the  Work  Study  program 
and  the  appropriated  level  for  all  programs  that  received  transfers  from  Work  Study,  as  noted  above. 

If  the  numbers  of  FTE  increase  at  the  1  percent  per  year  rate  anticipated  by  the  executive,  the  need  for  Work  Study  funds 
could  be  expected  to  increase  at  the  same  rate.  However,  the  Executive  Budget  does  not  include  any  present  law  increases 
for  increases  in  numbers  of  FTE.  Therefore,  there  is  a  potential  present  law  general  fund  shortfall  of  $59,385  in  fiscal 
2000  and  $67,338  in  fiscal  2001,  as  shown  in  the  table.  Legislative  options,  which  are  not  mutually  exclusive,  include: 

1)  approving  the  Executive  Budget  as  proposed,  which  includes  expansions  of  $89,092  in  total  higher  bases  in  grant 
programs; 

2)  approving  a  Work  Study  present  law  adjustment  for  additional  enrollment,  thus  adding  $59,385  in  fiscal  2000  and 
$67,338  in  fiscal  2001;  or 

3)  decreasing  to  the  appropriated  base  the  executive  proposals  for  SEOG  and  MTAP  grants  and  Perkins  Loans,  for  net 
decreases  to  the  Executive  Budget  of  $89,092  each  year. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Present  Law  Adjustments 

202 
203 
204 

WICHE 

WWAMI 
Minnesota  Dental 

00 
00 
00 

224,841 

188,780 

23,833 

224,841 
188,780 
23,833 

.00 
00 
00 

279,740 

286,940 

26,633 

279,740 

286,940 

26,633 

Total  PL  Adjustments 

.00 

$437,454 

$437,454 

.00 

$593,313 

$593,313 

Present  Law  Adjustments  Total 

$437,454 

$593,313 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

Through  associations  with  WICHE,  WWAMI,  and  the  Minnesota  Dental  programs,  Montana  graduates  have  the 
opportunity  to  enroll  in  professional  health  care  programs  not  available  in  Montana.  The  state  has  reserved  student  slots 
in  each  program  at  the  out-of-state  universities  and  helps  support  the  students  through  a  general  fund  appropriation  for 
each  slot.  The  Executive  Budget  funds  all  calculated  student  slots  in  the  2001  biennium  at  the  anticipated  rates  for  each 
profession,  as  shown  in  Table  7. 
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Table  7 

Interstate  Student  Assistance  Programs 

2001  Biennium 

Fiscal  2000 

Fiscal  2001 

Cost  per 

New — 

—Continuing — 

Total 

Cost  per 

— 

Mew- 

—Continuing — 

Total 

Program 

Slot 

Students 

Cost 

Students 

Cost 

Cost 

Slot 

Students 

Cost 

Students 

Cost 

Cost 

Wir.HF  -  Administrative  Dues 

$85,000 

$88,000 

Medicine 

$22,800 

6 

$136,800 

18 

$410,400 

$547,200 

$22,800 

6 

$136,800 

19 

$433,200 

$570,000 

Dentistry 

14.300 

1 

14.300 

5 

71.500 

85,800 

14.700 

1 

14.700 

5 

73.500 

88.200 

Optometry 

9.300 

1 

9.300 

4 

37.200 

46.500 

9,500 

1 

9,500 

5 

47,500 

57.000 

Public  Health 

5.300 

1 

5.300 

0 

0 

5.300 

5.400 

1 

5,400 

1 

5.400 

10.800 

Osteopathic  Medicine 

13.700 

2 

27.400 

1 

13.700 

41.100 

14.000 

1 

14,000 

2 

28,000 

42,000 

Vetennary 

20.400 

7 

142.800 

20 

408.000 

550.800 

20.900 

7 

146.300 

21 

438.900 

585,200 

Occupational  Therapy" 

7.600 

1 

7,600 

3 

38.001 

45.601 

7,800 

1 

7,800 

1 

13.000 

20,800 

Podiat/y 

9.600 

1 

9,600 

0 

0 

9,600 

9.800 

0 

0 

1 

9.800 

9.800 

SUBTOTAL 

20 

$353,100 

51 

$978,801 

$1,416,901 

18 

$334,500 

55 

$1,049,300 

$1,471,800 

Minnesota  Dentistry 

$14,300 

2 

$28,600 

5 

$71,500 

$100,100 

$14,700 

2 

$29,400 

5 

$73,500 

$102,900 

WWAMI  Medicine" 

43.896 

20 

0 

60 

2.633,760 

2.633.760 

45,532 

20 

0 

60 

2.731,920 

2.731,920 

TOTAL 

$42  00 

$381.70000       S11600      $368406100       $415076100                           $40  00     $363  900  00       $12000     $3,854,720.00 
therapy  students  is  calculatedd  at  1  2/3the  annual  support  fee  to  include  support  for  two  required  clinical  rotations 

$4,306,620.00 

*  The  cost  per  slot  for  continuing  occupations 

"  No  additional  cost  for  first  year  WWAMI  students  because  they  attend  school  at  Bozeman 

The  present  law  adjustments  for  the  Student  Assistance  Program  are  for  interstate  assistance,  including: 

DP  202  -  WICHE  -  The  executive  includes  general  fund  of  $224,841  in  fiscal  2000  and  $279,740  in  fiscal  2001  to  fully 
fund  available  student  slots,  as  discussed  below,  and  increases  in  WICHE  dues  from  the  fiscal  1998  base  of  $81,000  to 
$85,000  in  fiscal  2000  and  $88,000  in  fiscal  2001. 

DP  203  -  WWAMI  -  The  executive  includes  general  fund  of  $188,780  in  fiscal  2000  and  $286,940  in  fiscal  2001  to  fully 
fund  available  student  slots,  as  discussed  below. 


DP  204  -  Minnesota  Dental  -  The  executive  includes  general 
fund  of  $23,833  in  fiscal  2000  and  $26,633  in  fiscal  2001  to 
fully  fund  available  student  slots,  as  discussed  below. 

The  present  law  adjustments  are  for  the  increases  in  rates,  as 
well  as  for  increases  from  the  fiscal  1998  expenditures.  The 
expenditures  were  lower  than  anticipated  primarily  because 
two  student  slots  were  unfilled.  This  "vacancy  savings"  is 
not  uncommon.  As  shown  in  Table  8,  three  slots  were 
unfilled  in  fiscal  1996  and  five  slots  were  unfilled  in  fiscal 
1997.  In  fiscal  1995,  one  additional  student  was  funded  from 
savings  resulting  from  a  changing  mix  of  students' 
professional  choices  and  the  differing  costs  of  the  various 
professional  slots. 

LFD  Issue  5  -  Historically,  the  legislature  has  included  full 
funding  for  all  available  slots  in  out-of-state  medical 
schools,  and  some  funds  have  always  gone  unspent.  As 
shown  in  Table  9,  the  general  fund  "vacancy  savings" 
since  fiscal  1994  has  varied  from  $104,586  in  fiscal  1998  to 
$190,955  in  fiscal  1997. 


Table  8 

Comparison  of  Numbers  of  Students 

Fiscal  1995  through 

Fiscal  1998 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Program 

1995 

1996 

1997 

1998 

WICHE  Medicine 

22 

21 

22 

23 

Dentistry 
Optometry 
Public  Health 

7 
8 
2 

6 
6 
3 

5 
4 
2 

5 
5 
2 

Osteopathic  Medicine 
Veterinary 

Occupational  Therapy 
Podiatry 

5 

36 

1 

1 

6 

29 

2 

1 

4 

25 

3 

1 

1 

22 

4 

1 

SUBTOTAL  WICHE 

82 

74 

66 

63 

Minnesota  Dentistry 
WWAMI  Medicine 

5 
59 

5 
59 

5 
56 

6 
59 

TOTAL 

146 

138 

127 

128 

Difference  from  Budgeted 

1 

(3) 

(5) 

(2) 
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What  has  changed  is  the  concept  of  lump  sum  funding.  Prior  to  fiscal  1996,  the  unused  funds  were  reverted  to  the 
general  fund.  In  fiscal  1996,  the  legislature  approved  lump  sum  funding  for  the  university  system,  including  the 
OCHE.  That  change  allowed  the  commissioner  to  manage  funds  more  aggressively,  which  resulted  in  the  transfer 
of  unused  funds  in  OCHE  programs  to  other  programs,  to  the  educational  units,  or  to  the  next  fiscal  year.  The 
transfers  to  other  programs  could  have  happened  to  a  limited  extent  under  current  statute,  as  discussed  in  the 
agency  narrative,  even  if  the  OCHE  had  not  been  included  in  the  lump  sum.  However,  more  documentation  would 
be  required,  and  transfers  to  the  second  year  of  the  biennium  would  be  limited  to  30  percent  of  unused  funds. 

As  can  be  seen  in  the  table:  1)  unused  fiscal  1996  funds  were  transferred  to  the  units  for  fiscal  1997  expenses;  2) 
unused  fiscal  1997  funds  were  transferred  to  the  units  and  to  other  student  aid  programs  for  fiscal  1997  expenses; 
and  3)  unused  fiscal  1998  funds  were  transferred  to  the  units  and  Work  Study  for  fiscal  1998  expenses  and  to 
WICHE  and  MTAP  for  fiscal  1999  expenses.  These  transfers  would  be  limited,  as  discussed  above  and  in  the 
agency  narrative,  if  the  legislature  accepts  the  executive  proposal  to  exclude  OCHE  from  the  lump  sum 
appropriation. 

The  net  results  of  the  transfers  since 
fiscal  1996  are  to:  1)  allow  expenditure 
of  funds  in  the  next  fiscal  year  that  would 
have  reverted  to  the  general  fund  without 
lump  sum  funding;  and  2)  expand  the 
fiscal  1998  budgeting  base  and  increase 
the  present  law  from  what  it  would  have 
been  before  fiscal  1996.  Funds  were 
transferred  to  other  programs  and  the 
units  as  shown,  resulting  in  increased 
expenditures  and  an  increased  budget 
base.  At  the  same  time,  the  full  base  is 
replaced  in  the  Interstate  Assistance 
Program. 

The  Executive  Budget  does  not  adjust  for  the  base  increases  resulting  from  the  transfers.  An  adjustment  to  attain 
the  normal  base  in  the  units  would  require  a  general  fund  reduction  of  $62,087  each  year  in  the  Distribution 
Program.  A  vacancy  savings  reduction  of  $104,586  each  fiscal  year  in  Interstate  Assistance  would  nullify  the  effect 
of  all  fiscal  1998  transfers  and  return  the  base  to  the  fiscal  1998  actual  expenditures.  Legislative  options  include: 

1)  accepting  the  executive  student  aid  recommendations; 

2)  reducing  the  units  budgets  by  $62,087  each  year  to  compensate  for  the  increased  base;  or 

3)  assigning  vacancy  savings  in  the  student  assistance  program,  thus  reducing  the  budget  by  $104,586  each  year. 


Table  9 

WICHE-WWAMI  General  Fund  Vacancy  Savings 

Fiscal  1994  through  Fiscal  1998 

FY  1994        FY  1995       FY  1996 

FY  1997 

FY  1998 

Vacancy  Savings 

$169,280      $186,879     $111,661 

$190,955 

$104,586 

Percent  of  Total  Approp. 

4.20%           4.90%          2.92% 

4.98% 

274% 

Reverted  to  General  Fund 

169,280         186,879 

Trans,  to  Units  FY  1997 

111.661 

Trans,  to  Units  FY  1997 

175,031 

Trans,  to  WorkStudy-SEOG 

15,924 

Trans  to  Units  FY  1998 

62,087 

Trans  to  Perkins  Loans  FY  1998 

4,043 

Trans  to  WICHE  FY  1999 

14,736 

Trans  to  MTAP  FY  1999 

23,720 

New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

201 

Student  grants  (MTAP)  one  time  only 
Total  New  Proposals 

.00 
.00 

1,500,000 
$1,500,000 

1,500,000 
$1,500,000 

.00 
.00 

1,500,000 
$1,500,000 

1,500,000 
$1,500,000 

New  Proposals 

DP  201  -  Student  grants  (MTAP)  one  time  only  -  The  one  new  proposal  in  the  Student  Assistance  Program  is  for  the 
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authority  to  spend  an  additional  $1.5  million  per  year  during  the  2001  biennium  on  $500  MTAP  grants  per  student,  as 
noted  above.  This  program  would  provide  grants  to  an  additional  3,000  working  resident  students  each  year  who 
demonstrate  financial  need  and  progress  toward  a  degree  or  certificate. 

LFD  Issue  6  -  The  executive  states  that  these  funds  are  derived  from  the  estimated  one-time  capital  gains  tax  that 
Montana  could  receive  as  a  result  of  the  sale  of  Montana  Power's  generating  facilities.  The  use  of  funds  in  this  way 
represents  a  use  of  one-time  funds  for  grants  to  students  that  may  be  on-going  in  the  following  biennium. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

00 

00 

00 

.00 

00 

.00 

00 

.00 

Personal  Services 
Operating  Expenses 
Grants 

6,100 

6,218 

171,404 

(6,100) 

0 

86,827 

0 
0 
0 

0 

6,218 

258,231 

(6,100) 

0 

86,827 

0 
0 
0 

0 

6,218 

258,231 

0 

12,436 

516,462 

Total  Costs 

$183,722 

$80,727 

$0 

$264,449 

$80,727 

$0 

$264,449 

$528,898 

Federal  Special 

183,722 

80,727 

0 

264,449 

80,727 

0 

264,449 

528,898 

Total  Funds 

$183,722 

$80,727 

$0 

$264,449 

$80,727 

$0 

$264,449 

$528,898 

Program  Description 

The  Dwight  D.  Eisenhower  Math  and  Science  Education  Act  of  1988  provides  funds  to  upgrade  the  teaching  skills  of 
teachers  in  mathematics  and  science.  Grants  are  awarded  on  a  competitive  basis  to  all  institutions  of  higher  education 
within  the  state. 

Funding 

Funding  is  entirely  from  federal  funds. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  200( 

General 

Fund 

1 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 

(6,100) 

(6,100) 

Total  Statewide  Adjustments 

($6,100) 

($6,100) 

Present  Law  Adjustments 

301 

Federal  Award  at  FY99  Level 

.00 

0 

86,827 

.00 

0 

86,827 

Total  PL  Adjustments 

.00 

$0 

$86,827 

.00 

$0 

$86,827 

Present  Law  Adjustments  Total 

$80,727 

$80,727 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  301  -  Federal  Award  at  FY99  Level  -  The  Executive  Budget  includes  federal  funds  at  the  same  level  as  the  fiscal  1999  grant 
award.  This  results  in  an  increase  of  $86,827  each  year  of  the  2001  biennium. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec.  Budget 
Fiscal  2001 

Exec.  Budget 
Fiscal  00-01 

FTE 

00 

00 

00 

00 

00 

.00 

00 

00 

Personal  Services 

0 

0 

0 

0 

0 

0 

0 

0 

Operating  Expenses 
Local  Assistance 

0 
4,702,882 

0 
214,299 

0 
0 

0 
4,917,181 

(32,640) 
214,299 

0 
0 

(32,640) 
4,917,181 

(32,640) 
9,834,362 

Total  Costs 

$4,702,882 

$214,299 

$0 

$4,917,181 

$181,659 

$0 

$4,884,541 

$9,801,722 

General  Fund 

4,702,882 

214,299 

0 

4,917,181 

181,659 

0 

4,884,541 

9,801,722 

Total  Funds 

$4,702,882 

$214,299 

$0 

$4,917,181 

$181,659 

$0 

$4,884,541 

$9,801,722 

Program  Description 

The  Community  College  Assistance  program  distributes  funds  appropriated  by  the  legislature  for  the  support  of  Montana's 
three  community  colleges  -  Miles  Community  College,  Dawson  Community  College,  and  Flathead  Valley  Community 
College.  Each  community  college  district  has  an  elected  board  of  trustees  accountable  to  and  supervised  by  the  Board  of 
Regents  in  budget  and  program  matters.  The  local  board  controls  the  administration  of  each  college. 

Funding 

State  support  for  community  colleges  in  the  2001  biennium  budget  is  $2,388  per  FTE,  or  51  percent  of  the  total  calculated 
cost  of  $4,683  per  FTE.  The  estimated  FTE  is  equal  to  the  average  resident,  non-restricted  enrollment  of  the  two  prior 
years.  To  that  amount  is  added  51  percent  of  the  legislative  audit  costs  and  51  percent  of  the  Summitnet  fixed  costs.  State 
funding  is  entirely  from  the  general  fund,  while  the  remaining  community  college  funding  is  primarily  from  local  property 
taxes  and  tuition. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 
General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Fixed  Costs 

0 
0 

0 
(32,640) 

Total  Statewide  Adjustments 

$0 

($32,640) 

Present  Law  Adjustments 

401         PLB-Resident  FTE 

.00 

214,299 

214,299 

.00 

214,299 

214,299 

Total  PL  Adjustments 

.00 

$214,299 

$214,299 

.00 

$214,299 

$214,299 

Present  Law  Adjustments  Total 

$214,299 

$181,659 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  401  -  PLB-Resident  FTE  -  The  executive  present  law  adjustment  for  increased  community  college  enrollment  is 
dependent  on:  1)  the  average  number  of  resident  FTE  in  the  two  most  recently  completed  fiscal  years;  2)  the  annualized 
average  cost  per  FTE;  and  3)  state  support  calculated  at  51  percent  of  total  costs.  As  shown  in  Table  10,  the  community 
college  enrollment  decreased  from  fiscal  years  1995  through  1997,  and  then  increased  again  in  fiscal  1998  before 
apparently  leveling  out.  Estimated  enrollment  in  fiscal  1999  is  2,085  resident  FTE,  substantially  higher  than  the  budgeted 
number  of  2,004  FTE  for  that  year.  The  executive  average  of  fiscal  1997  and  fiscal  1998  enrollments  is  2,045,  which  is 
the  budgeted  number  for  the  2001  biennium. 
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Table  10 

Community  College  State  Unrestricted  Resident  Enrollment 

Fiscal  1996  through  Estimated  Fiscal  2001 

Actual 

Actual 

Actual 

Actual 

Budgeted   Est.  Actual 

Estimated 

Estimated 

FY  1995 

FY  1996 

FY  1997       FY  1998 

FY  1999 

FY  1999 

FY  2000 

FY  2001 

College* 

Miles 

497 

510 

524 

508 

503 

443 

516 

516 

Dawson 

467 

410 

350 

437 

438 

428 

394 

394 

Flathead  Valley 

1,052 

1,073 

1,124 

1,148 

1,063 

1,214 

1,136 

1,136 

Totals 

2,016 

1,993 

1,998 

2,093 

2,004 

2,085 

2,045 

2,045 

*  Includes  resident  FTE,  excluding  restricted  FTE  in 

Fiscal  1995  and 

subsequent  years 

LFD  Comment  -  Calculation  of  a  budget  using  trailing  averages  to  estimate  future  FTE  results  in  over-allocation  of 
general  fund  when  enrollment  is  declining,  as  it  did  from  fiscal  1995  through  fiscal  1997.  When  enrollment  is 
increasing,  the  trailing  average  results  in  a  general  fund  allocation  for  fewer  FTE  than  actually  attend.  The  trend 
seen  in  the  table  is  almost  entirely  the  result  of  a  decline  at  Dawson  Community  College,  which  has  been  reversed 
in  fiscal  years  1998  and  1999. 

Flathead  Valley  Community  College  has  continually  increased  its  enrollment.  However,  if  the  fiscal  1999 
enrollment  neither  increases  nor  decreases  in  the  2001  biennium,  its  budget  would  still  be  under-funded  by  78  FTE 
or  $186,264  each  year,  because  its  FTE  average  is  lower  than  the  actual  enrollment.  Under  the  same 
circumstances,  Dawson  Community  College  would  be  under-funded  by  34  FTE  or  $81,192  each  year.  Miles 
Community  College  would  be  over-funded  by  $174,324  each  year  because  its  enrollment  declined  in  fiscal  1999, 
resulting  in  a  fiscal  1999  estimated  actual  enrollment  of  73  fewer  students  than  indicated  by  the  trailing  average  of 
516  FTE. 

Using  a  trailing  two-year  average  to  calculate  state  support  protects  a  community  college  from  the  fiscal  impacts  of 
a  sharp  enrollment  reduction,  as  happened  at  Dawson  Community  College  in  fiscal  1997  and  is  happening  at  Miles 
Community  College  in  fiscal  1999.  However,  Flathead  Valley  Community  College  is  continually  funded  for  fewer 
students  than  actually  enroll  because  its  trailing  average  is  less  than  its  actual,  increasing  enrollment. 

Language  Recommendations 

LFD  Comment  -  The  legislature  may  wish  to  include  language  to  implement  the  Executive  Budget.  The  language 

provides  instruction  for  the  charging  of  audit  costs  and  Summitnet  costs. 

"Total  audit  costs  are  estimated  to  be  $64,000  for  the  community  colleges  for  the  biennium.  The  general  fund 
appropriation  for  each  community  college  provides  51  percent  of  the  total  audit  costs  in  fiscal  2000.  The  remaining 

49  percent  of  these  costs  must  be  paid  from  funds  other  than  those  appropriated  in  item .  Audit  costs  for  the 

biennium  may  not  exceed  $20,000  each  for  Dawson  and  Miles  community  colleges  and  $24,000  for  Flathead  Valley 
Community  College. 

Total  Summitnet  costs  are  estimated  to  be  $25,000  each  year  for  the  community  colleges.  The  general  fund 
appropriation  for  the  community  colleges  provides  51  percent  of  the  total  Summitnet  costs.    The  remaining  49 

percent  of  these  costs  must  be  paid  from  funds  other  than  those  appropriated  in  item .   Summitnet  costs  for 

each  year  may  not  exceed  $8,000  each  for  Dawson  and  Miles  community  colleges  and  $9,000  for  Flathead  Valley 
Community  College. 
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Proprietary  Rates 

Program  Description 

The  Board  of  Regents  provides  faculty  and  staff  with  group  benefits  through  the  MUS  Group  Insurance  Program.  The 
commissioner  is  authorized  by  Board  of  Regents  policy  to  administer  the  program  as  a  self-insured,  group  insurance  plan. 
All  university  system  employees,  retirees,  and  eligible  dependents  are  offered  medical,  dental,  vision,  and  group  life 
insurance,  as  well  as  long-term  disability  benefits. 

Funding 

This  program  is  an  enterprise  fund  in  which  the  proprietary  funding  is  derived  from:   1)  employer  health  insurance 
premiums;  2)  employee-paid  premiums;  3)  employee  payments  to  flexible  spending  accounts;  and  4)  interest  earnings  on 
the  fund. 

Rate  Explanation 

The  Executive  Budget  includes  university  system  contributions  per  employee  of  $3,240  each  year  of  the  2001  biennium. 
Employee  premiums  depend  on  whether  the  contributor  is  a  current  employee,  employee  dependent,  or  retiree.  Payments 
to  a  flexible  spending  account  are  at  the  employee's  discretion,  subject  to  a  $10  monthly  minimum  for  those  who  enroll. 


Report  on  Internal  Service  &  Enterprise  Funds 

2001  Biennium 

Accounting  Em*> 

Accounting  ElYly  Nam* 

Agency  Numbar 

Agancy  Nama 

Rnxonan 

Nama 

BH 

MUS  group  durance  account 

5102 

COMMISSIONER  OF  HIGHER  ED 

Fund  Balance  Information 

oaiw 

JUS  FLEX  SPENDMO  ACCOUNT 

Estimated 

Estimated 

Estimated 

FY94 

FY95 

FY96 

FY97 

FY98 

FY99 

FY00 

FY01 

Beginning  Retained  Earnings 

3.316.754 

4.755.608 

5206.715 

4,223,535 

503,180 

315.326 

1,003,986 

1.026.966 

Increases 

Fee  Revenue 

(108.377) 

0 

(2.238) 

0 

0 

Investment  Earnings 

230.754 

406.729 

400,331 

316.504 

190.522 

185,000 

185,000 

165.000 

Transfers  In 

0 

0 

0 

0 

0 

Miscellaneous,  operating 

18,082.743 

20.852.187 

20278.977 

21215,416 

22.063.156 

27,154.731 

29.053.093 

31.660.530 

Miscellaneous,  other 

0 

0 

0 

0 

0 

Total  Increases 

1», 216,120 

21,068,916 

20.677,070 

21,633,922 

22263.(78 

27,319,731 

29,211,093 

32,025,530 

(Decreases) 

Personal  Services 

115.798 

119.857 

120,121 

118.878 

150.428 

150,896 

150.896 

150.896 

Operations 

16,660.470 

20.467,950 

21.540.129 

25.115.317 

22217.187 

26.480,177 

29.042.197 

31.649.634 

Transfers  Out 

0 

0 

0 

0 

0 

Miscellaneous,  operating 

0 

0 

0 

20.062 

8.269 

Miscellaneous,  other 

0 

0 

0 

0 

0 

Total  Decreases 

16,776,268 

20.607,807 

21,660.250 

25.254.277 

22.376.664 

26,(31,073 

29,193,093 

32,000.530 

Adjustments  to  Beginning  Retained 

Earnings 

0 

0 

0 

0 

(65,646) 

Ending  Retained  Earnings 

4.756.606 

E.206.71S 

4.223.636 

503,180 

316,328 

1,003,9(6 

1,026,(66 

1,063,966 

Total  Contributed  Capital 

0 

0 

0 

0 

0 

Total  Fund  Equity 

4.766.(06 

6,206,716 

4.223.636 

503,180 

316,326 

1,003.966 

1,026,966 

1,063,9(6 

Unreserved  Fund  Balance 

60  Days  of  Expenses  lie  total  of 

personnel  services,  operations,  and 

miscellaneous  operating  divided  by  6) 

2.796.045 

3,434,635 

3,610.042 

4209.048 

3,729.314 

4.438.512 

4,865,516 

5.333.422 

Fee/Rate  Information  (or  Leuisl 

stive  Action. 

Requested- 

Authority 

Requested  Rates  for  Internal 

Service  Funds 

xxxx 

XXXX 

The  Montana  University  System  requests  authority  to  set  various  rates  which  will,  along  with  the  state 

contnbution 

maintain  the 

program  on  an  actuarially  sound  basis 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 

Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

10.95 

00 

1  00 

11.95 

00 

1  00 

11.95 

11.95 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 

390,737 

150,766 

0 

1,000 

(22,059) 

1,113 

0 

0 

34,881 

47,739 

0 

0 

403,559 
199,618 

0 
1,000 

(24,063) 

937 

0 

0 

34,625 

115,766 

0 

0 

401,299 

267,469 

0 

1,000 

804,858 

467,087 

0 

2,000 

Total  Costs 

$542,503 

($20,946) 

$82,620 

$604,177 

($23,126) 

$150,391 

$669,768 

$1,273,945 

General  Fund 
Federal  Special 

86,605 
455,898 

7,155 
(28,101) 

0 
82,620 

93,760 
510,417 

7,155 
(30,281) 

0 
150,391 

93,760 
576,008 

187,520 
1,086,425 

Total  Funds 

$542,503 

($20,946) 

$82,620 

$604,177 

($23,126) 

$150,391 

$669,768 

$1,273,945 

Program  Description 

Talent  Search  is  a  federally  funded  program  to  provide  career  and  financial  aid  counseling  to  students  who  are  either  low- 
income,  physically  handicapped,  or  culturally  deprived.  The  program's  objectives  are  to  decrease  the  high  school  dropout 
rate  in  targeted  high  schools  and  to  increase  enrollment  of  disadvantaged  students  in  Montana's  postsecondary  institutions. 

Funding 

The  Talent  Search  program  includes  general  fund  for  an  American  Indian/Minority  Achievement  program,  as  well  as  the 
federal  Talent  Search  Funds. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 

(22,059) 
1,113 

(24,063) 
937 

Total  Statewide  Adjustments 

($20,946) 

($23,126) 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

Vacancy  savings  of  $10,979  in  fiscal  2000  and  $10,909  in  fiscal  2001  is  the  result  of  a  2.65  percent  vacancy  savings  rate 
applied  to  all  personal  services.  None  of  the  vacancy  savings  is  funded  with  general  fund. 

The  Executive  Budget  restores  the  general  fund  base  to  the  fiscal  1998  level  by  adding  $7,155  general  fund.  The  general 
fund  adjustment  is  not  included  in  the  present  law  adjustment  table  above.  The  executive  also  removes  the  federally- 
funded  personal  services  from  current  operations,  resulting  in  the  negative  present  law  adjustment.  These  funds  were  paid 
to  a  curriculum  specialist  out  of  operations,  rather  than  through  an  authorized  position.  The  executive  replaces  those 
funds  by  adding  a  fully  authorized  position  in  a  new  proposal. 

LFD  Issue  -  General  fund  of  $10,000  from  a  vacant  position  was  transferred  to  the  OCHE  Administration  program 
in  fiscal  1998.  That  position,  which  is  funded  for  approximately  $20,700  each  fiscal  year,  is  still  vacant,  and  the 
OCHE  has  no  plans  at  this  time  to  fill  it  permanently.  The  executive  included  the  transfer  amount  in  the 
administration  base  (see  the  "Present  Law  Adjustment"  narrative  in  the  Administration  program).    The  Talent 


COMMISSIONER  OF  HIGHER  ED 


E-83 


TALENT  SEARCH 


COMMISSIONER  OF  HIGHER  ED 


6-TALENT  SEARCH 


Search  budget  was  subsequently  over  expended  and  required  a  supplemental  appropriation  transfer  of  $3,175 
from  fiscal  1999,  which  is  included  in  the  executive  base  expenditures. 

The  OCHE  also  indicated  that  it  does  not  intend  to  fill  the  position  when  it  transferred  $13,175  general  fund  from 
the  Talent  Search  program  to  the  Administration  program  in  fiscal  1999.  This  transfer,  together  with  the  fiscal 
1999  reduction  for  the  supplemental  transfer  of  $3,175  to  fiscal  1998,  leaves  this  program  with  a  general  fund 
budget  of  $77,038  in  fiscal  1999. 

It  appears  that  the  actual  general  fund  present  law  for  the  American  Indian/Minority  Achievement  program, 
adjusted  for  transfers,  inflation,  fixed  costs,  and  annualization  of  the  pay  plan,  is  $83,430,  rather  than  the  $93,760 
shown  in  the  Executive  Budget.  The  legislature  may  wish  to  reduce  general  fund  and  personal  services  by  $10,330 
to  provide  for  actual  present  law  services  during  the  2001  biennium. 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

601 

602 

FTE  in  current  base 

lncr  authority  to  projected  level 

Total  New  Proposals 

1.00 
00 

1  00 

0 
0 

$0 

36,681 
45,939 

$82,620 

1.00 
.00 

1.00 

0 
0 

$0 

36,425 
113.966 

$150,391 

New  Proposals 

DP  601  -  FTE  in  Current  Base  -  In  this  new  proposal,  the  executive  adds  1.0  FTE  as  a  fully  authorized  curriculum 
specialist  position  with  a  full  personal  services  allocation  at  a  federal  funds  cost  of  over  $36,000  each  fiscal  year  to 
replace  the  personal  services  removed  in  the  present  law  adjustment. 

DP  602  -  Increase  Authority  to  Projected  Level  -  This  new  proposal  increases  federal  spending  authority  by  approximately 
13  percent  each  year,  which  is  the  anticipated  increase  in  the  federal  award. 

LFD  Comment  -  If  the  federal  funds  do  not  increase  by  the  anticipated  amount,  the  agency  will  have  empty 
spending  authority  not  matched  by  available  cash.  The  legislature  may  wish  to  restrict  this  authority  for  the 
purposes  of  the  Talent  Search  program. 
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Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  1998 

Adjustment 
Fiscal  2000 

Proposals 
Fiscal  2000 

Exec.  Budget 
Fiscal  2000 

Adjustment 
Fiscal  2001 

Proposals 
Fiscal  2001 

Exec  Budget 
Fiscal  2001 

Exec  Budget 
Fiscal  00-01 

FTE 

4.00 

1.00 

.00 

5  00 

1  00 

00 

500 

5  00 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

Transfers 

213,929 

105,870 

0 

2,331,329 

3,021,108 

2,262 

4,763 

0 

135,5% 

108,478 

0 
237,009 

0 
(256,459) 
3,066,115 

216,191 

347,642 

0 

2,210,466 

6,195,701 

934 

4,314 

0 

137,118 

108,478 

0 
(1,262) 

0 
(256,459) 
2,504,641 

214,863 

108,922 

0 

2,211,988 
5,634,227 

431,054 

456,564 

0 

4,422,454 

11,829,928 

Total  Costs 

$5,672,236 

$251,099 

$3,046,665 

$8,970,000 

$250,844 

$2,246,920 

$8,170,000 

$17,140,000 

General  Fund 
Federal  Special 

73,169 
5,599,067 

6,831 
244,268 

0 
3,046,665 

80,000 
8,890,000 

6,831 
244,013 

0 
2,246,920 

80,000 
8,090,000 

160,000 
16,980,000 

Total  Funds 

$5,672,236 

$251,099 

$3,046,665 

$8,970,000 

$250,844 

$2,246,920 

$8,170,000 

$17,140,000 

Program  Description 

The  Carl  D.  Perkins  Vocational  Education  Act  funds  support  vocational  education  at  the  secondary  and  postsecondary 
levels.  The  Board  of  Regents  is  designated  as  the  sole  state  agency  for  administration  of  these  funds,  which  includes 
provision  of  technical  assistance  in  the  field,  grants  management,  performance  reviews,  filing  of  an  annual  performance 
report,  and  the  development  and  submission  of  a  state  plan  for  the  use  of  the  funds. 

Funding 

Administration  of  this  program  is  funded  with  a  combination  of:  1)  $80,000  federal  Carl  Perkins  vocational  education 
administration  funds  granted  under  the  authority  of  Public  Law  101-392,  which  describes  the  requirements  for  state 
program  participation;  2)  the  required  50  percent  general  fund  match  of  $80,000  each  year;  and  3)  School-to- Work  funds 
of  $338,885  in  fiscal  2000  and  $95,359  in  fiscal  2001.  Of  the  Carl  Perkins  administration  funds,  $60,000  must  be 
expended  for  gender  equity  activities. 

Grants  to  the  postsecondary  institutions  and  transfers  to  OPI  for  grants  to  secondary  institutions  are  funded  with:  1)  Carl 
Perkins  funds  of  $3.13  million  each  year;  and  2)  School-to-Work  funds  of  $3.07  million  in  fiscal  2000  and  $2.50  million 
in  fiscal  2001,  granted  under  Public  Law  103-239. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  200C 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

(30,276) 
1,264 
3,499 

(31,366) 
1,107 
3,207 

Total  Statewide  Adjustments 

($25,513) 

($27,052) 

Present  Law  Adjustments 

801 
802 

Federal  Authority  at  FY99  Level 
Establish  position  in  FY98  base 

.00 
1.00 

0 
0 

244,074 
32,538 

00 
1.00 

0 
0 

245,596 
32,300 

Total  PL  Adjustments 

1.00 

$0 

$276,612 

1  00 

$0 

$277,896 

Present  Law  Adjustments  Total 

$251,099 

$250,844 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 
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The  Executive  Budget  includes  federal  funds  vacancy  savings  of  approximately  2.6  percent,  resulting  in  reductions  of 
$6,085  in  fiscal  2000  and  $6,044  in  fiscal  2001. 

DP  801  -  Federal  Authority  at  FY99  Level  -  This  adjustment  increases  grants,  transfers,  and  federal  spending  authority  to 
reflect  increases  in  federal  awards  from  fiscal  1998  to  fiscal  1999. 

DP  802  -  Establish  Position  in  FY98  Base  -  This  present  law  adjustment  is  for  increased  personal  services  to  establish  and 
pay  for  an  authorized  position.  The  base  services  were  provided  through  fiscal  1998  general  operating  expenses,  which 
have  been  reduced  as  shown.  The  increase  is  for  an  authorized  FTE  staff  person  and  personal  services  to  fully  fund  the 
position. 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 
General 

Fund 

Fiscal  2001 
Total 
Funds 

803 

STW  Implementation  Grant 
Total  New  Proposals 

.00 

00 

0 
$0 

3,046,665 
$3,046,665 

.00 
.00 

0 
$0 

2,246,920 
$2,246,920 

New  Proposals 

DP  803  -  STW  Implementation  Grant  -  The  new  proposal  is  for  additional  School-to-Work  funds  received  in  June,  1998. 
The  total  grant  is  for  $3.4  million  in  fiscal  2000  and  $2.6  million  in  fiscal  2001.  Since  a  portion  of  the  funds  are  already 
in  the  present  law  base,  the  new  proposal  adds  the  increased  amounts  shown  to  reach  that  total.  The  purpose  of  the  grant 
is  to  provide  awards  to  communities  to  develop  school-based,  connecting,  and  work-based  activities  that  will  provide 
comprehensive  school-to-work  career  systems  for  all  kindergarten-postsecondary. 
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Program  Proposed  Budget 


Budget  Item 


Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 

Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

00 

.00 

00 

00 

.00 

00 

.00 

.00 

0 

6,181 

116,377,419 

0 

0 

5,353,687 

0 

0 

5,236,221 

0 

6,181 

126,967.327 

0 

0 

5,185,675 

0 

0 

5,640,739 

0 
6,181 

127,203,833 

0 

12,362 

254,171,160 

$116,383,600 

$5,353,687 

$5,236,221 

$126,973,508 

$5,185,675 

$5,640,739 

$127,210,014 

$254,183,522 

101,927,624 
14,455,976 

19,136,799 
(13,783,112) 

(9,954,251) 
15,190,472 

111,110.172 
15,863,336 

18,968,888 
(13,783,213) 

(10,217,298) 
15,858.037 

110,679,214 
16,530,800 

221.789,386 
32,394,136 

$116,383,600 

$5,353,687 

$5,236,221 

$126,973,508 

$5,185,675 

$5,640,739 

$127,210,014 

$254,183,522 

FTE 

Personal  Services 
Operating  Expenses 
Transfers 

Total  Costs 

General  Fund 
State/Other  Special 

Total  Funds 


Program  Description 

The  Appropriation  Distribution  Program  in  the  Office  of  the  Commissioner  of  Higher  Education  (OCHE)  is  the  conduit 
through  which  state  funds  flow  to  the  university  system  units  and  colleges  of  technology,  the  rural  family  practice 
residency  program  administered  through  MSU-Bozeman,  and  the  research/public  service  agencies. 

Funding 

The  table  above  shows  the  executive  transfers  and  state  funding  for  each  fiscal  year,  while  the  tables  and  narrative  below 
provide  total  operating  expense  and  funding  detail  for  each  budget.  The  Executive  Budget  includes  only  the  state  funding, 
comprised  of  state  general  fund  and  state  special  funds  such  as  millage,  as  line  items  in  House  Bill  2.  The  executive 
proposes  appropriating  the  university  funds  that  do  not  flow  through  the  state  treasury,  such  as  tuition,  interest,  federal 
funds,  and  proprietary  funds,  in  the  language  section  of  the  bill.  The  state  general  fund,  millage,  and  university  funds 
combined  appropriation  constitutes  the  total  current  unrestricted  fund,  which  is  the  general  operating  fund  for  the 
university  system. 

State  funds  are  shown  in  the  Executive  Budget  as  transfers,  but  the  Executive  Budget  does  not  include  any  expenditure  or 
funding  detail  for  the  university  funds  portion  of  the  current  unrestricted  fund.  In  order  to  provide  a  complete  picture  of 
general  operating  costs,  the  university  and  agency  main  tables  below  show  the:  1)  total  expenditures  by  personal  services, 
operating  expenses,  and  equipment  and  other  expenses;  and  2)  total  funds  by  general  fund,  millage,  interest,  and  tuition 
and  other  funds.  The  main  tables  are  followed  by  reconciliation  tables  showing  how  the  total  base,  present  law 
adjustments,  new  proposals,  and  total  budget  are  adjusted  through  language  appropriations  and  other  adjustments  to  tie  to 
the  executive  state  funds  budget.  Table  1 1  in  this  section  provides  a  summary  reconciliation  for  the  entire  budget  for  units 
and  agencies  receiving  state  funds  through  the  Appropriation  Distribution  Program. 


Table  11 

University  Units  and  Agencies  Summary 

Reconciliation  of  Total  Current  Unrestricted  Operating  Budget  to  Executive  State  Funds  Budget* 


Fiscal  2000 

Current  Unrestricted      Interest/Tuition     Executive  State 

Operating  Budget     Language  Approp.    Funds  Budget 


Current  Unrestricted 
Operating  Budget 


Fiscal  2001 
Interest/Tuition 
Language  Approp. 


Executive  State 
Funds  Budget 


Base  Budget 
Present  Law  Adjustments 
Present  Law  Budget 
New  Proposals 
Total  Budget 


$219,195,237 


236,677.524 

5  413  569 

$242,091,093 


$102,811,637 

12128599 

114.940,237 

177  348 

$115,117,585 


$116,383,600 

5353688 

121,737,287 

$126,973,508 


$219,195,237 

18  689  137 

237.884.374 

6.QQB.964 
$243,893,338 


$102,811,637 

13,503.461 

116.315,099 

368  ??S 

$116,683,324 


$116,383,600 

5185676 

121.569.275 

5  640  739 

$127,210,014 


As  can  be  seen  in  the  table,  the  total  Executive  Budget  for  the  university  system  current  unrestricted  operating  funds  for 
agencies  and  the  units  is  $242.1  million  in  fiscal  2000  and  $243.9  million  in  fiscal  2001.   Of  these  amounts,  university 
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funds  of  $115.1  million  and  $116.7  million  in  respective  years  would  be  appropriated  in  language,  including  tuition, 
interest,  federal  funds,  and  proprietary  funds.  Approximately  $127  million  of  state  general  fund  and  state  special  funds, 
including  millage,  is  appropriated  each  year  by  line  item  in  House  Bill  2.  For  further  discussions  on  funding,  including 
the  possible  effects  of  CI-75,  please  see  each  section  below. 


University  System  Units  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Exec.  Budget 

Adjustment 

Proposals 

Exec  Budget 

Exec  Budget 

Budget  Item 

Fiscal  1998 

Fiscal  2000 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Fiscal  2001 

Fiscal  00-01 

FTE 

3,43886 

63.90 

- 

3,502.76 

63  90 

- 

3,50276 

3,502.76 

Personal  Services 

155,071,010 

10,838,280 

- 

165,909,290 

10,675,982 

- 

165,746,992 

331,656,282 

Operating  Costs 

39,073,271 

4,932,555 

1,850,641 

45,856,467 

6,358,969 

2,224,972 

47,657,212 

93,513,679 

Equipment/Other 

5,749,381 

172,896 

1,972,928 

7,895,205 

143,961 

2.193,992 

8.087,334 

15,982,539 

Total  Costs 

$  199,893.662 

$  15,943,731 

$    3,823,569 

$  219,660,962 

$     17,178,912 

$     4,418,964 

$  221,491,538 

$  441,152,500 

General  Fund 

87,944,522 

18,208.903 

(11,561,107) 

94,592,310 

18,126,407 

(11,824,061) 

94,246,868 

188,839,178 

Interest/MSTA 

1,495.898 

- 

327,328 

1,823,226 

- 

502,792 

1,998,690 

3,821,916 

Millage 

14,030,000 

(14,030,000) 

14,880,008 

14,880,008 

(14,030,000) 

15,372,008 

15,372,008 

30,252,016 

Tuition 

95,598,844 

11,764,828 

177,348 

107,541.020 

13,082,505 

368,225 

109,049,574 

216,590,594 

Other 

824,398 

824,398 

824,398 

1,648,796 

Total  Units  &  COT 

$  199,893,662 

$  15,943,731 

$     3,823,577 

$  219,660,962 

$     17,178,912 

$     4,418,964 

$  221,491,538 

$  441,152.500 

Montana  University  System  Units  and  Colleges  of  Technology 

The  two  branches  of  the  Montana  University  System  (MUS),  as  defined  in  section  20-25-201,  MCA,  are: 

1)  the  University  of  Montana,  consisting  of  the  University  of  Montana  at  Missoula,  Montana  Tech  of  the  University  of 
Montana  in  Butte,  Western  Montana  College  of  the  University  of  Montana  in  Dillon,  and  three  colleges  of  technology  in 
Butte,  Missoula,  and  Helena;  and 

2)  Montana  State  University,  consisting  of  Montana  State  University-Bozeman,  Montana  State  University  -  Billings, 
Montana  State  University  -  Northern  in  Havre,  and  two  colleges  of  technology  in  Billings  and  Great  Falls. 

The  MUS  and  its  collective  campuses  will  serve  over  31,000  FTE  students  each  year  of  the  2001  biennium,  including  over 
24,000  FTE  resident  students.  The  system  offers  certificates  and  associate,  baccalaureate,  masters,  and  doctorate  degrees 
in  fields  such  as  agriculture,  architecture,  business  and  management,  communications,  education,  engineering  and 
engineering  technology,  foreign  languages,  health  services,  law,  letters,  life  sciences,  mathematics,  philosophy  and 
religion,  physical  science,  psychology,  public  affairs,  social  science,  and  visual  and  performing  arts.  Vocational  technical 
training  is  offered  in  a  variety  of  disciplines  in  the  major  areas  of  agriculture,  health  and  nursing,  office,  marketing,  home 
economics,  and  trade  and  technical  fields. 

The  eight  basic  budgeted  programs  within  the  university  system  accounting  structure  are  instruction,  research,  public 
service,  academic  support,  student  services,  institutional  support,  plant  operation  and  maintenance,  and  scholarships  and 
fellowships.  An  accounting  change  occurred  when  SB  156,  passed  during  the  1995  legislature,  integrated  Montana's  five 
colleges  of  technology  into  the  university  system.  During  the  1997  biennium,  the  MUS  merged  accounting  for  programs 
in  the  colleges  of  technology  with  the  accounting  for  programs  in  the  co-located  units,  except  for  the  instruction  programs 
that  are  maintained  separately  in  each  university  and  college  of  technology.  The  two  free-standing  colleges  of  technology 
in  Helena  and  Great  Falls  also  maintain  full  program  accounting. 

The  budget  level  for  the  four-year  units  and  colleges  of  technology  is  calculated  by  program,  but  ultimately  it  has  been 
appropriated  as  a  lump  sum  for  the  last  two  biennia,  along  with  most  other  programs  in  OCHE.  This  lump  sum 
appropriation  has  allowed  the  MUS  to  allocate  funds  between  fiscal  years  and  to  each  program  in  OCHE,  the  units,  and 

COMMISSIONER  OF  HIGHER  ED  E-88  APPROPRIATION  DISTRIBUTION 


COMMISSIONER  OF  HIGHER  ED 9-APPROPRIATION  DISTRIBUTION 

the  colleges  of  technology  as  it  saw  fit.  The  executive  recommends  changing  that  procedure  and  appropriating  the  lump 
sum  to  the  units  and  colleges  of  technology,  only.  The  result  of  this  change  would  be  that  transfers  could  be  made 
between  the  units  and  the  colleges  of  technology  and  across  fiscal  years,  but  transfers  between  OCHE  programs  and  the 
units  would  be  more  limited.  The  executive  proposes  maintaining  past  procedure  and  appropriating  the  remaining 
transfers,  including  those  for  the  rural  family  practice  residency  program  and  the  research/public  service  agencies  as 
separate  line  items  in  House  Bill  2. 

Funding 

The  major  higher  education  funding  sources  are:  1)  state  general  fund;  2)  interest  earnings  on  invested  funds;  3)  the 
statewide  6  mill  levy  for  the  six  four- year  units;  4)  a  1.5  mill  levy  for  the  colleges  of  technology,  which  is  deposited 
directly  in  the  general  fund;  and  5)  student  tuition.  As  noted  earlier,  the  combined  funds  from  these  sources  comprise  the 
current  unrestricted  fund,  which  is  used  for  the  university  units'  general  operations.  Major  funding  comments  and  issues 
are  listed  and  discussed  in  this  section,  but  additional  detail  is  provided  in  the  present  law  analysis  that  follows.  The 
funding  issues  include: 

1)  the  changing  proportions  of  state  support  and  student  tuition; 

2)  increased  non-resident  tuition; 

3)  4  percent  tuition  increases  each  year  for  all  students; 

4)  interest  revenue  from  invested  funds; 

5)  the  6  mill  levy  funding,  student  fees  and  tuition,  and  the  impact  of  CI-75; 

6)  differing  revenue  estimates  for  the  6  mill  levy;  and 

7)  the  constitutionality  of  the  1 .5  mill  levy  for  colleges  of  technology. 

Changing  Proportions  of  State  Support  and  Student  Tuition 

LFD  Comment  -  The  changing  proportions  of  state  support  and  student  tuition  are  illustrated  for  historical  purposes  in 
Table  12.  The  table  shows  the  Executive  Budget  funding  for  the  2001  biennium  compared  to  the  prior  two  biennia. 

As  can  be  seen  in  Table  12,  the  Executive  Budget  proposes  a  state  support  level  for  fiscal  2001  that  is  $13.1  million 
higher  than  that  in  fiscal  1996,  while  the  proposed  tuition  is  $27.9  million  higher.  As  a  result,  state  support  per  resident 
student  declines  from  54.6  percent  in  fiscal  1996  to  just  over  50  percent  in  fiscal  2001 .  Total  funds  per  total  FTE  increase 
from  $5,955  in  fiscal  1996  to  $6,836  in  fiscal  2001,  resulting  in  student  increases  of  $881,  compared  to  state  increases  of 
$304  per  student. 

Increased  Non-resident  Tuition 

LFD  Comment  -  Increases  in  non-resident  tuition  are  also  shown  in  Table  12,  which  shows  the  trend  in  average  non- 
resident tuition  compared  to  the  total  cost  of  education.  As  can  be  seen,  non-residents,  who  were  subsidized  by  the  state 
as  recently  as  fiscal  1997,  would  be  subsidizing  the  state  at  the  rate  of  $926  per  FTE  by  the  end  of  the  2001  biennium. 
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Table  12 

Units  &  COT  Funding  Compared  to  Instruction, 

Tuition,  and  per  Student  Costs 

Fiscal  1996  through  Budgeted  Fiscal  2001 

Estimate 

Budget 

Budget 

Change 

Funding 

FY  1996 

FY  1997 

FY  1998 

FY  1999 

FY  2000 

FY  2001 

FY96-FY01 

General  Fund 

$83,472,385 

$87,077,613 

$87,738,341 

$89,087,185 

$94,592,318 

$94,246,868 

$10,774,483 

Mill  Levy* 

15.079.000 

13,840,000 

14.030,000 

14,319,118 

14,880.000 

15,372,008 

293,008 

MSTA  Funds 

327,328 

502,792 

502,792 

Interest  Earnings 

0 

Q 

1  495  898 

1736  773 

1.495,898 

1,495.898 

1495  898 

Sub-Total  State  Funding 

$98,551,385 

$100,917,613 

$103,264,239 

$105,143,076 

$111,295,544 

$111,617,566 

$13,066,181 

Tuition 

80,929,189 

88,970,266 

96,251,320 

109,576,801 

107,541,020 

109,049,574 

28,120,385 

Other 

1.042.088 

735.362 

857  564 

1  398  184 

824398 

824398 

(217.690) 

Total  Units  &  COT 
State  Support  %  of  Total** 

$180,522,662 
54  59% 

$190,623,241 
5294% 

$200,373,123 

$216,118,061 
4865% 

$219,660,962 
50.67% 

$221,491,538 
50.39% 

$27,902,695 

51.54% 

State  Support/Resident  Funded 

$4,184 

$4,201 

$4,245 

$4,333 

$4,520 

$4,488 

$304 

%  Change  in  State  Funds 

0,43% 

1 .48% 

3.56% 

8,05% 

7.27% 

Total  Funds/Tot.  FTE  Funded 

$5,955 

$6,165 

$6,416 

$6,762 

$6,864 

$6,836 

$881 

%  Change  in  Total  Funds 

3,53% 

7.75% 

13  56% 

15  27% 

1479% 

Ave  Non-resident  Tuition 

$5,839 

$6,151 

$6,593 

$7,069 

$7,351 

$7,646 

$1,807 

Non-Res  Tuit.  Over  (Under)  Cos 

($116)                           ($14) 
lue  appropriated  but  not  anticipated 

$177 
nthe  1999  biennium 

$307 

$487 

$810 

$926 

*     Mill  levy  does  not  include  reve 

**  State  support  in  fiscal  1998  includes  state  special 

revenue  from  interest 

Four  Percent  Tuition  Increases  Each  Year  for  All  Students 


LFD  Issue  1  -  To  achieve  the  target  level  of  total  funding,  the  executive  included  tuition  increases  of  4  percent  each  year 
for  all  resident  and  non-resident  students.  However,  a  systems  design  error  resulted  in  a  personal  services  calculation 
(which  was  used  to  determine  the  tuition  needed)  that  was  $2.3  million  too  high  each  year  of  the  biennium.  This  error 
effects  the  calculation  of  total  tuition  needed  to  fund  the  Executive  Budget.  The  executive  corrected  the  personal  services 
calculation,  which  resulted  in  a  reduction  in  estimated  expenditures  and,  consequently,  a  decreased  requirement  for  tuition 
to  achieve  the  same  level  of  total  funding.  The 
corrected  tuition  estimates  are  shown  in  Table  12. 


As  shown  in  Table  13,  the  4  percent  increase  applied 
to  the  revised  budgets  will  exceed  the  tuition 
requirements  of  the  Executive  Budget,  excluding 
tuition's  share  of  the  pay  plan,  by  $2.3  million  in 
fiscal  2000  and  $6.6  million  in  fiscal  2001. 
Recalculation  of  tuition,  given  the  projected 
increases  in  FTE,  indicates  that  a  tuition  increase  of 
2.0  percent  in  fiscal  2000  would  be  sufficient  to  fund 
the  revised  Executive  Budget.  No  additional  tuition 
increases  would  be  required  in  fiscal  2001,  as  shown 
in  the  table. 


Table  13 

Analysis  of  Tuition  Revenue  Options 
2001  Biennium 


Fiscal  2000       Fiscal  2001 


Est.  Exec.  Tuition  with  4  %  Increase 
Executive  Budget  Tuition  Target 

Difference  from  Executive  Budget  Target 

Est.  Tuition-2%  FY00  &  0%  FY01 
Executive  Budget  Tuition  Target 

Difference  from  Executive  Budget  Target 


$109,837,013 
107,541,020 

$2,295,993 

$107,824,576 
107,541,020 

$283,556 


$115,641,193 
109,049,574 

$6,591,619 

$109,354,671 
109,049,574 

$305,097 
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As  noted  above,  these  calculations  do  not  include  pay  plan  increases.   Calculation  of  additional  tuition  increases  may  be 
made  at  a  later  date  if  they  are  required  for  pay  plan  increases. 

The  legislature  may  wish  to  recommend  that  tuition  increases  not  exceed  the  recalculated  levels  during  the  2001 
biennium,  except  for  pay  plan  increases. 


Table  14 

Actual  Current  Unrestricted  and  Designated  Revenue 

vs  Month  End  Balances 

Fiscal  1996  Compared  to  Fiscal  1998 

Total  Revenue 

Total  Revenue 

Increases 

Fiscal  1996 

Fiscal  1998 

From  FY  96 

MSU  Branch 

MSU  Bozeman 

$97,431 ,836 

$111,064,272 

$13,632,436 

MSU  Billings 

21,525.466 

26,621,103 

5,095,637 

MSU-Northem 

11,661.811 

11,587,301 

(74,510) 

Great  Falls  COT 

3,754,676 

3,918,488 

163,812 

Ag  Experiment  Stn. 

10,763,120 

11,733,668 

970,548 

Extension 

7,302,730 

7,539.464 

236,734 

Fire  Services 

338,935 

405.450 

66,515 

Total  Current  Unrestricted  &  Designated 

$152,778,574 

$172,869,746 

$20,091,172 

Avg.  Month  End  Balance 

$21,510,746 

$21,063,125 

($447,621) 

Additional  Month  End  Balance  in  Cash  Act. 

1,691,352 

Total  Avg.  STIP  &  Cash  at  Month  End 

$22,754,477 

Month  End  Balance  %  of  Revenue 

14.08% 

12.18% 

-2.23% 

Actual  Interest  Rate  on  Month  End  Balance 

5.12% 

Actual  Interest 

$1 .078,934 

Budgeted  Interest 

$1,214,930 

Actual  Over  (Under)  Budgeted 

($135,996.00) 

UM  Branch 

UM-Missoula 

$77,295,283 

$89,065,551 

$11,770,268 

MT  Tech  -  UM 

15,958,510 

16,994,531 

1,036,021 

Western  -  UM 

7,240,569 

7,769,583 

529,014 

Helena  COT 

3,017,105 

3,319,807 

302,702 

Bureau  of  Mines 

1,401,184 

1,450,106 

48,922 

Forestry 

734,106 

809,680 

75,574 

Total  Current  Unrestricted  &  Designated 

$105,646,757 

$119,409,258 

$13,762,501 

Avg.  Month  End  Balance 

$11,513,501 

$15,243,867 

$3,730,366 

Additional  Month  End  Balance  in  Cash  Act. 

1.316.751 

Total  Avg.  STIP  &  Cash  at  Month  End 

$16,560,618 

Month  End  Balance  %  of  Revenue 

10.90% 

12.77% 

27.11% 

Actual  Interest  Rate  on  Month  End  Balance 

4.97% 

Actual  Interest  Received 

$758,132 

Budgeted  Interest 

646,011 

Actual  Over  (Under)  Budget  -  Used  for  MTAP 

$112,121 

fiscal  1999  for  fiscal  2000  MTAP  grants.  Assuming  that  the  University 
equivalent  funds  in  fiscal  years  2000  and  2001,  legislative  options  include 
each  year  of  the  2001  biennium  to: 


Interest  Revenue  from  Invested 
Funds 

LFD  Issue  2  -  Interest  revenue  from  invested 
university  current  unrestricted  funds  was 
deposited  in  the  state  general  fund  prior  to 
fiscal  1998.  The  1997  legislature  approved 
SB  187  authorizing  the  MUS  to  retain 
$1,866  million  of  estimated  investment 
earnings  each  year  of  the  1999  biennium. 
The  legislature  then  reduced  the  general  fund 
appropriation  by  a  like  amount.  The 
executive  proposal  includes  interest  revenue 
at  actual  fiscal  1998  levels  for  each  unit  and 
agency  during  the  2001  biennium. 

While  the  university  system  as  a  whole 
received  approximately  $1.8  million  in 
interest  revenue,  the  receipts  for  each  branch 
varied  from  those  anticipated.  As  Table  14 
shows,  the  Montana  State  University  branch 
of  the  system  had  lower  average  month-end 
balances  and  $135,996  lower  interest  than 
anticipated,  in  spite  of  higher  revenue.  As  a 
result,  budget  reductions  or  transfers  of  other 
revenue  were  needed  in  fiscal  1998  and  were 
included  in  the  base. 

The  University  of  Montana  branch  of  the 
system  generated  $112,121  more  interest 
earnings  than  anticipated.  Those  earnings 
were  transferred  to  the  student  assistance 
program  in  OCHE  for  the  Montana  Tuition 
Assistance  Program  (MTAP)  and  back  to  the 
University  of  Montana  at  fiscal  1998  year 
end.  Because  these  funds  were  not  expended 
in  fiscal  1998,  they  are  not  included  in  the 
fiscal  1998  executive  base.  The  university 
system  will  use  the  funds  for  MTAP  in  fiscal 
1999  and  perhaps  use  funds  generated  in 
of  Montana  branch  of  the  system  will  generate 
appropriating  an  additional  $1 12,121  of  interest 


1)    the  units,  offset  by  a  dollar  for  dollar  general  fund  reduction,  thus  continuing  the  policy  intended  by  the  1997 
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legislature; 

2)  the  units  for  increases  in  general  operating  costs;  or 

3)  the  MTAP,  as  approved  by  the  Board  of  Regents  during  the  1999  biennium. 

Table  14  also  shows  the  investment  differences  between  the  two  branches  of  the  system.  In  fiscal  1996  the  MSU  branch 
average  month-end  balance  was  equal  to  14.1  percent  of  its  total  revenue,  compared  to  the  UM  branch  balances  at  10.9 
percent.  The  UM  branch  increased  the  amount  of  funds  drawing  interest  to  over  12  percent  of  the  total  funds  (which  is 
approximately  the  same  level  achieved  at  the  MSU  branch  in  fiscal  1998),  thus  generating  additional  income  over  fiscal 
1996.  The  MSU  investments  declined  from  the  fiscal  1996  level,  resulting  in  lower  than  estimated  revenue. 

The  major  reason  for  the  decline  at  MSU  compared  to  UM  is  illustrated  in  Table  15.  Federal  grants  and  contracts  at  UM 
increased  by  9.8  percent  from  fiscal  1996  to  fiscal  1998,  compared  to  a  32.6  percent  increase  at  MSU.  The  32.6  percent 
increase  at  MSU  resulted  in  lower  earnings  because  federal  grants  require  expenditure  of  funds  before  payment  of  the 
bills,  which  are  recorded  as  receivables.  As  a  result,  the  federal  accounts  have  a  zero  net  balance  but  are  operated  at  a 
cash  deficit,  resulting  in  the  need  for  loans  from  current  unrestricted  funds.  The  reduction  in  current  unrestricted 
investments  resulted  in  lower  interest  earnings. 


Table  15 

Grants  and  Contracts  at  UM  vs  MSU 

Fiscal  Years  1996  through  1998 


%  Change 
FY  1996        FY  1997        FY  1998        FY96-98 


UM-Missoula  $21,110,102     $21,596,117     $23,173,675  9.8% 

MSU-Bozeman  38,600,000        41,500,000        51,200,000  32.6% 


Six-Mill  Levy  Funding,  Student 
Fees  and  Tuition,  and  the  Impact  of 
CI-75 

LFD  Issue  3  -  The  Executive  Budget  replaces 
the  six-mill  levy  with  $30.3  million  general 
fund  as  a  present  law  adjustment  for  the  2001 
biennium  (see  DP  16  -  Remove 
Millage/General  Fund  Switch  in  the  "Present 
Law  Adjustments"  section  below).  It  then 
recommends  a  new  proposal  replacing  general 
fund  with  millage,  contingent  on  legislative  re- 
instatement of  the  levy  per  the  voters'  instructions  in  November  1998,  as  discussed  in  DP  1 7  -  Passage  of  Legislation  for 
6-Mills  below.  However,  the  voters  also  approved  CI-75  in  November  1998,  which  may  prevent  reinstatement  of  an 
expiring  tax  without  a  public  vote.  That  initiative  was  effective  on  passage,  but  the  six-mill  tax  doesn't  expire  until 
January  1,  1999.  In  an  informal  response  to  a  legislative  request,  Montana  Code  Commissioner  Greg  Petesch  stated,  "the 
six-mill  levy  will  have  to  be  submitted  to  the  electorate  for  an  additional  vote... at  either  the  primary  or  general  election." 

Legislative  options  include: 

1)  adopting  the  executive  present  law  budget,  including  an  additional  $30.3  million  general  fund  for  the  biennium; 

2)  adopting  the  Executive  Budget  new  proposal  implementing  the  six-mill  tax  with  three-fourths  vote  on  an  emergency 
basis  until  an  election  can  be  held;  or 

3)  reducing  the  Executive  Budget  by  $30.3  million  for  the  biennium. 

Student  tuition  is  specifically  exempted  from  the  provisions  requiring  a  vote  because  it  is  a  voluntary  transaction  in  a 
competitive  market.  However,  increases  in  fees  will  likely  not  be  exempt  from  the  provisions  of  CI-75  because,  once  a 
student  has  registered  at  a  particular  school,  the  fees  are  not  voluntary.  Fees  are  "financial  charges... imposed  by  a 
governmental  unit  and  from  which  revenue  accrues  to  government..."  Under  this  provision  of  CI-75,  fee  increases  would 
probably  be  subject  to  a  statewide  vote,  according  to  the  Code  Commissioner. 

COMMISSIONER  OF  HIGHER  ED  E-92  APPROPRIATION  DISTRIBUTION 


COMMISSIONER  OF  HIGHER  ED  9-APPROPRIATION  DISTRIBUTION 


Differing  Revenue  Estimates  for  the  Six-Mill  Levy 


LFD  Issue  4  -  The  Executive  Budget  includes  its  own  millage  revenue  estimates  of  $14,880,008  in  fiscal  2000  and 
$15,372,008  in  fiscal  2001,  rather  than  the  lower  amounts  of  $14,839,000  and  $15,255,000  in  respective  years  adopted  by 
the  Revenue  Oversight  Committee  (ROC).  The  ROC  estimates,  by  statute,  are  the  official  legislative  estimate  and  will  be 
introduced  in  a  joint  resolution  on  revenue  estimates.  Based  on  the  ROC  estimates,  the  executive  new  proposal  is  over- 
budgeted  by  millage  authority  of  $41,000  in  fiscal  2000  and  $117,000  in  fiscal  2001  and  is  under-budgeted  by  like 
amounts  of  general  fund.  If  the  legislature  chooses  to  pass  the  six-mill  levy  on  an  emergency  basis,  its  options  for 
budgeting  millage  revenue  include: 

1)  accepting  the  executive  mill  levy  revenue  estimates;  or 

2)  accepting  the  ROC  estimates,  thus  either  reducing  the  budget  by  $4 1 ,000  in  fiscal  2000  and  $  1 1 7,000  in  fiscal  200 1  or 
increasing  general  fund  by  like  amounts. 

Constitutionality  of  the  1.5-Mill  Lew  for  Colleges  of  Technology 

LFD  Issue  5  -  The  1.5-mill  levy  in  five  counties  for  the  five  colleges  of  technology  may  be  unconstitutional,  according  to 
the  final  report  of  the  Joint  Committee  on  Postsecondary  Education  Policy  and  Budget  (PEPB).  This  levy  is  a  tax  applied 
in  only  five  counties,  rather  than  statewide,  for  state  services.  The  levy  usually  raises  approximately  $1.1  million  each 
year,  which  is  deposited  into  the  state  general  fund  and  appropriated  for  the  colleges  of  technology.  If  the  1 .5-mill  levy 
raises  more  money  than  the  $1,142,394  raised  in  the  1998  tax  year,  any  increase  (except  for  taxes  on  improvements  and 
new  construction)  will  be  subject  to  a  vote  or  a  refund,  under  the  provisions  of  CI-75,  in  the  five  counties. 

Greg  Petesch,  the  Montana  Code  Commissioner,  told  the  PEPB  informally  that  the  1.5-mill  levy  is  probably 
unconstitutional,  but  noted  that  the  levy  is  law  until  invalidated  by  a  court.  Should  the  levy  be  challenged,  or  if  the 
legislature  wished  to  preclude  a  challenge,  options  for  legislative  action  would  include: 

1)  elimination  of  the  property  taxes  for  college  of  technology  operations;  or 

2)  enactment  of  a  statewide  property  tax  levy  of  approximately  0.5  mill  to  raise  $1.1  million  in  property  taxes  each  year. 

If  the  latter  option  were  chosen,  the  statewide  tax  would  probably  be  subject  to  a  public  vote  under  the  provisions  of  CI- 
75. 
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Present  Law  Adjustments 
Present  Law  Descnption 

Fiscal 
2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Total  Statewide  Adjustments 

2,819,456 

10,818,992 

2,163,565 

10,185,769 

Present  Law  Adjustments 

1 
11 

12 
14 
16 
20 

Enrollment  Growth 

New  Space  Maintenance 

Fee  Waivers 

HB  188  Bond  Payments 

Millage/General  Fund  Switch 

Return  Distance  Ed.  To  Biennial 

Level 

0.00 
.00 

00 
.00 
00 
00 

549,116 
516,885 
311,478 
0 
14,030,000 
(18,032) 

3,211,138 
739,180 

1,050,147 

142,306 

0 

(18,032) 

0.00 
00 
00 
.00 

00 
.00 

1,008,242 

587,921 

354,711 

0 

14,030,000 

(18,032) 

4,853,023 
842,505 

1,174,192 

141,455 

0 

(18,032) 

Total  PL  Adjustments 

0.00 

15,389,447 

5,124,739 

000 

15,962,842 

6,993,143 

Present  Law  Adjustments  Total 

000 

$18,208,903 

$15,943,731 

000 

$18,126,406 

$17,178,912 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

LFD  Comment  -  The  statewide  present  law  adjustments  include  vacancy  savings  of  $1,774,624  in  fiscal  2000  and 
$1,768,078  in  fiscal  2001.  General  fund  reductions  are  50  percent  of  the  total  vacancy  savings  or  $887,312  in  fiscal 
2000  and  $884,039  in  fiscal  2001.  The  executive  applied  a  2.8  percent  vacancy  savings  rate  to  all  personal  services 
except  for  faculty,  where  no  vacancy  savings  was  applied. 

Prior  to  a  discussion  of  the  individual  present  law  adjustments  shown  in  the  table,  global  issues  relevant  to  the  present  law 
adjustments  are  presented  below. 

Global  Issues 

LFD  Issue  6  -  The  Executive  Budget  includes  only  general  fund  and  millage  in  House  Bill  2,  instead  of  the  total 
current  unrestricted  operating  budget,  which  also  includes  all  university  funds  that  do  not  flow  through  the  state 
treasury.  The  difference  is  primarily  interest  and  tuition,  proposed  by  the  executive  to  be  a  language 
appropriation  (which  is  not  included  in  HB  2  totals).  Table  16  shows  the  reconciliation  between  the  total  current 
unrestricted  operating  budget  and  the  executive  state  funds  budget  at  the  base,  present  law,  and  new  proposal 
levels.  As  the  table  shows,  when  tuition/interest  are  excluded:  1)  the  executive  base  budget  in  House  Bill  2  is  $97.9 
million  lower  than  the  total  base  budget  for  each  year  of  the  2001  biennium;  2)  the  present  law  adjustments  are 
lower  by  $11.8  million  in  fiscal  2000  and  $13.1  million  in  fiscal  2001;  and  3)  the  new  proposals  are  reduced  by 
$177^48  in  fiscal  2000  and  $368,225  in  fiscal  2001. 

The  Executive  proposes  using  language  appropriations  for  university  revenues  that  are  collected  directly,  rather 
than  flowing  through  the  state  treasury,  as  noted  in  the  language  section  below.  The  total  current  unrestricted 
budget  is  therefore  appropriated  by  the  legislature,  but  the  budget  shown  in  the  Appropriation  Distribution 
program  main  table  is  funded  by  the  state  funds,  and  the  totals  do  not  tie  to  the  actual  budget  by  the  amount  of  the 
language  appropriations. 
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Table  16 

University  Units  and  Colleges 

of  Technology 

Reconciliation  of  Total  Current  Unrestricted  Operating  Budget  to  Executive  State  Funds  Budget 

Fiscal  2000 

Fiscal  2001 

Current  Unrestricted         Interest/Tuition  Executive  State 

Current  Unrestricted         Interest/Tuition 

Executive  State 

Operating  Budget  Language  Approp.     Funds  Budget 

Operating  Budget  Language  Approp. 

Funds  Budget 

Base  Budget 

$199,893,662                    $97,919,140           $101,974,522 

$199,893,662                    $97,919,140 

$101,974,522 

Present  Law  Adjustments 

15.943.731                       11.764.828                 4.178  903 

17178912                        13082505 

4.096  407 

Present  Law  Budget 

$215,837,393                  $109,683,968           $106,153,425 

$217,072,574                  $111,001,645 

$106,070,929 

New  Proposals 

3.823.569                              177  348                  3  646  221 

4  418  964                             368  225 

4.050.739 

Total  Budget 

$219,660,962                    $109,861,316            $109,799,646 

$221,491,538                    $111,369,870 

$110,121,668 

According  to  Article  10,  Section  10  of  the  Montana  Constitution,  university  funds  are  dedicated  exclusively  to  the 
Montana  University  System.  Constitutionally,  the  legislature  has  no  control  over  tuition,  interest,  or  other  funds 
flowing  directly  to  the  units,  although,  historically,  it  has  continued  to  appropriate  those  funds.  However,  the 
legislature  has  the  prerogative  to  determine  the  estimated  amount  of  university  funds  and  adjust  the  appropriation 
of  state  funds  accordingly.  Legislative  options  are  to: 

1)  continue  to  appropriate  all  funds,  including  university  funds,  which  the  executive  proposes  appropriating  in 
language;  or 

2)  discontinue  appropriation  of  university  funds,  thus  eliminating  the  need   for  the  language  to  establish 
appropriation  authority  for  university  funds. 


LFD  Issue  7  -  The  executive  present  law  adjustments 
are  funded  with  general  fund  at  a  rate  lower  than  the 
Fiscal  1998  state  funds  portion  of  expenditures, 
primarily  as  a  result  of  providing  state  funding  for  an 
incremental  portion  of  the  average  costs  for  increased 
resident  students  (see  DP  1  -  Enrollment  Growth 
below).  The  result  is  that  the  total  state  funds  share  of 
the  total  funding  declines,  before  calculation  of  the  pay 
plan. 

The  state  share  of  expenditures  in  the  base  year  of 
fiscal  1998  was  51.76  percent.  However,  as  shown  in 
Table  17,  the  executive  funds  the  total  budget  with 
50.67  percent  and  50.39  percent  state  funds  in  fiscal 
years  2000  and  2001,  respectively,  before  pay  plan.  If 
the  Executive  Budget  were  funded  with  state  funds  at 
the  51.76  percent  shown  in  the  base  year,  including 
interest,  the  tuition  would  decrease  by  $2.4  million  in 
fiscal  2000  and  $3.0  million  in  fiscal  2001,  and  the  state 
funds  requirement  would  be  higher  by  the  same 
amounts.  As  shown  in  the  table,  the  current  fiscal  1999 
tuition  rates  would  then  generate  revenue  in  excess  of 
the  tuition  budgeted  in  Executive  Budget  by  $678,680 
in  fiscal  2000  and  $1,297,118  in  fiscal  2001. 


Table  17 

University  Units  and  Colleges  of  Technology 

Impact  of  Funding  Budget  at  Less  than 

General  Fund  Ratio  in  the  Fiscal  1998  Base 

FY  2000 

FY2001 

Executive  Budget 

General  Fund,  Millage.  Interest.  MSTA 

$111,295,544 

$111,617,566 

Other  Funds 

824,398 

824,398 

Tuition 

107,541,020 

109,049,574 

Total  Executive  Budget 

$219,660,962 

$221,491,538 

Percent  State  Funds 

50.67% 

50  39% 

Funding  <g>  Fiscal  1998  General  Fund  51  76% 

State  Funds 

$113,703,104 

$114,650,665 

Other  Funds 

824,398 

824.398 

Tuition  to  Balance  Budget 

105,133,460 

106,016,475 

Total  Executive  Budget 

$219,660,962 

$221,491,538 

Net  General  Fund  Increase  (Tuition  Decrease) 

$2,407,560 

$3,033,099 

Current  Rate  Model  Tuition+Enrollment  Inc.* 

$105,812,140 

$107,313,593 

Tuition  if  State  Funds  Appropriated  @  51.76% 

105,133,460 

106.016.475 

Tuition  Incr.  (Deer .)  to  Balance  Budget 

($678,680) 

($1,297,118) 

%  Tuition  Incr.  (Deer)  to  Balance  Budget 

-0.64% 

-1.21% 

*  Includes  no  tuition  increase 
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If  the  state  funds  share  were  held  constant  from  fiscal  1998  to  the  2001  biennium,  tuition  could  be  reduced  from 
current  levels  by  0.64  percent  and  1.21  percent  in  respective  years,  before  increases  for  the  pay  plan  in  House  Bill 
13.  Tuition  increases  would  be  required  only  to  the  extent  that  total  pay  plan  amounts  exceeded  $678,680  in  fiscal 
2000  and  $1,297,118  in  fiscal  2001. 

Present  Law  Adjustments  Discussion 

DP  1  -  Enrollment  Growth  -  Funding  for  resident  student  enrollment  increases  is  considered  a  present  law  adjustment 
under  current  budgeting  statutes.  Executive  funding  for  increases  in  resident  students  was  based  on  an  estimated  marginal 
cost  per  additional  FTE  student  during  the  last  two  biennia.  For  the  2001  biennium,  the  executive  estimates  the  marginal 
cost  at  $4,049  per  resident  student,  funded  by  general  fund  of  $1,837  and  tuition  of  $2,212.  The  executive  includes 
campus  estimates  for  resident  enrollment  increases  of  300  FTE  in  fiscal  2000  and  550  FTE  in  fiscal  2001  from  the  fiscal 
1998  actual  enrollment. 

LFD  Issue  8  -  The  Montana  University  System  estimated  enrollment  increases  included  in  the  Executive  Budget  for 
the  2001  biennium  are  lower  than  those  provided  to  the  Joint  Committee  on  Postsecondary  Education  Policy  and 
Budget  during  the  summer  of  1998,  primarily  because  fall  1998  enrollment  was  less  than  expected.  Possible  factors 
that  could  reduce  enrollment  from  the  expected  level  in  the  Executive  Budget  include:  1)  7  percent  annual  tuition 
increases  in  the  prior  two  biennia;  2)  economic  difficulties  in  Montana's  agriculture  and  natural  resource  sectors; 
and  3)  policies  implemented  by  the  Board  of  Regents  that  would  tend  to  lower  enrollment  (such  as  the  144  credit 
limit  for  state  support  and  the  four-year  graduation  guarantee  if  students  took  all  classes  required  and  did  not 
change  majors). 

However,  when  projecting  enrollment  for  the  next  biennium,  demographic  factors  could  offset  any  potential 
declines  in  enrollment  resulting  from  implementation  of  the  above  policies.  Updated  estimates  of  students 
graduating  from  high  school,  which  are  provided  by  the  Office  of  Public  Instruction,  indicate  that  the  number  of 
graduates  will  increase  through  fiscal  2001.  University  freshmen  enrollment  numbers  show  that  approximately  37 
percent  of  high  school  graduates  will  continue  to  enroll  at  state-funded,  postsecondary  schools,  compared  to  a  34 
percent  matriculation  rate  in  fiscal  1996.  University  retention  statistics  indicate  that  enrollments  will  continue  to 
grow  as  the  larger  classes  move  through  the  system.  Finally,  the  ratio  of  non-farm  jobs  to  state  population, 
provided  by  the  Bureau  of  Business  and  Economic  Research  at  UM-Missoula,  continues  to  increase  slightly, 
indicating  that  the  numbers  of  non-traditional  students  may  remain  constant  to  slightly  reduced  because  job 
opportunities  are  still  available. 

Based  on  the  above  considerations,  LFD  estimates  were  prepared  that  project  increases  over  fiscal  1998  of  421  and 
650  FTE  for  fiscal  years  2000  and  2001,  respectively.  Table  18  shows  the  fiscal  1998  base  FTE  and  the  projections 
prepared  by  LFD,  compared  to  the  executive  estimates  for  the  2001  biennium.  As  the  table  shows,  the  LFD 
estimates  are  121  FTE  higher  than  the  executive  estimates  in  fiscal  2000  and  100  higher  in  fiscal  2001.  If  these 
higher  LFD  estimates  were  included  in  the  Executive  Budget  enrollment  growth  adjustment,  additional  biennial 
requirements  would  be  $405,977  general  fund  and  $488,852  tuition  at  the  Executive  Budget  incremental  cost  and 
average  tuition  per  student. 
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Table  18 

University  Resident  E 

nrollment  Projections 

LFD  Compared  to  Executive 

Cost  Impact  of  Higher  LFD  Projection 

FY  2000 

FY2001 

Total 

Fiscal  1998  Base  Enrollment  FTE 
Executive  FTE  Estimate 

Executive  FTE  Increase  from  Base 

24,323 

2ifi23 

300 

24.323 

24J3Z3 
550 

48.646 

49496 

850 

Fiscal  1998  Base  Enrollment  FTE 
LFD  FTE  Estimate 

24,323 

24,744 

24,323 
24,973 

48,646 
49.717 

LFD  FTE  Increase  from  Base 

421 

650 

1.071 

LFD  Estimate  Over  Executive  Estimate 
Executive  Incremental  GF  Cost  per  FTE 
Average  Tuition-Est  2001  Biennium 

121 

$1,837 

2,212 

100 

$1,837 

2,212 

221 

Total  General  Fund  Cash  Impact 
Total  Tuition  Authority  Impact 
Potential  MUS  Shortfall 

$222,277 

2SLS52 

$489,929 

$183,700 

22X2QQ 

$404,900 

$405,977 

48AS52 

$894,829 

Legislative  options  include: 

1)  approving  the  Executive  Budget  present  law 
adjustment;  or 

2)  adding  $405,977  general  fund  and  $488,852  tuition 
for  potential  additional  enrollment. 

DP  1 1  -  New  Space  Maintenance  -  New  buildings  authorized 
by  prior  legislatures  will  be  put  into  service  during  the  2001 
biennium.  This  present  law  adjustment  is  for  costs  of 
maintaining  those  new  buildings  and  for  increases  in 
Bozeman  utility  expenses,  as  shown  in  Table  19.  The 
amounts  shown  were  established  by  the  executive  based  on 
agreements  with  the  Long-Range  Planning  Committee  when 
the  new  space  was  authorized.  Those  increases  not  funded 
with  general  fund  must  be  funded  through  other  university 
funds,  which  are  primarily  tuition. 


DP  12  -  Fee  Waivers  -  Present  law  adjustments  for 
increased  fee  waivers  are  the  result  of  present  law 
adjustments  for  additional  projected  students 
receiving  waivers  at  the  fiscal  1999  tuition  rates. 
The  increases  are  shown  by  campus,  general  fund, 
and  total  funds  in  Table  20. 

LFD  Issue  9  -  Adjustment  for  a  $2.3  million 

annual  budget  system  design  error  in  personal 

services   (see  LFD   Issue  #1    in   the   preceding 

"Funding"  section)  will  reduce  the  requirement 

for  tuition  to  fund  additional  fee  waivers  if  the 

final  tuition  increase  is  less  than  the  4  percent 

proposed  in  the  Executive  Budget.    The  general 

fund  share  of  the  fee  waiver  increases  will  probably  not  change.    The  legislature  may  wish  to  reduce  the  tuition 

portion  of  this  proposal  if  it  recommends  a  tuition 
increase  less  than  the  4  percent  proposed  by  the 


Table  19 

University  Units  and  Colleges  of  Technology 

New  Building 

Maintenance  and  Utilities  Increases 

General  Fund  Total  Funds 

General  Fund  Total  Funds 

Fiscal  2000     Fiscal  2000 

Fiscal  2001     Fiscal  2001 

Great  Falls  COT 

$66,063              $66,251 

$67,149             $67,340 

UM  Science  Complex 

17.910 

17.910 

UM  Pharmacy/Psych  Building 

141.625              187,274 

206,000             280,540 

MSU  Utilities  Increase 

55,355 

73,884 

MSU  Ag/Bioscience  Building 

129,303              213,252 

142,897             213.252 

Billings  Special  Ed  Building 

91,574                96,852 

93,587               98,981 

MTTech  Chemistry  Building 

88,320              102.286 

78,288               90,668 

TOTAL 

$516,885             $739,180 

$587,921             $842,575 

Table  20 

University  Units  and  Colleges  of  Technology 
Present  Law  Fee  Waiver  Increases 


General  Fund   Total  Funds  General  Fund  Total  Funds 
Fiscal  2000     Fiscal  2000     Fiscal  2001      Fiscal  2001 


Great  Falls  COT 
Helena  COT 

UM-Missoula 
MSU-Bozeman 
MT  Tech-UM 
MSU-Billings 
MSU-Northem 
WMC-UM 
TOTAL 


$4,112 

$3,850 

$4,114 

$3,966 

6.110 

6,579 

7,652 

8,213 

70.351 

471.531 

83.283 

525.599 

91,113 

318.861 

108,770 

366.047 

25,646 

91,222 

28,691 

97,974 

72,854 

90,171 

81.354 

103.713 

29,615 

44,784 

29.615 

44,784 

11,677 

23.149 

11.232 

23.896 

$311,478 

$1,050,147 

$354,711 

$1,174,192 

executive. 

DP  14  -  HB  188  Bond  Payments  -  The  1997  legislature 
approved  House  Bill  188,  which  allowed  the  sale  of 
general  obligation  bonds  for  information  technology 
projects.  The  requirements  for  the  university  system  are 
that  $1.6  million  of  the  $3.2  million  of  authorized  bonds 
be  repaid  from  sources  other  than  general  fund.  The 
payments  included  in  the  Executive  Budget,  shown  in 
Table  21,  are  for  the  current  unrestricted  non-general 
fund  portion  of  the  bonds. 


LFD  Issue  10  -  House  Bill  188  requires  that  the  payments  for  one-half  of  the  bonds  authorized  come  from  non- 
general  fund  sources.    The  Executive  Budget  uses  millage  as  the  funding  source  for  payments  of  nearly  $17,000 
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each  year  of  the  biennium,  as  shown  in  the  table  above.  However,  millage  is  a  direct  offset  to  general  fund,  and 
using  millage  for  this  purpose  means  that  compensating  general  fund  must  be  appropriated  elsewhere  (see  DP  17  - 
Passage  of  Legislation  for  6  Mills  in  the  following  "New  Proposals"  section). 

The  executive  also  included  a  present  law 
adjustment  to  replace  millage  with  general 
fund  unless  the  six-mill  levy  is  re-authorized 
(see  DP  16  Millage/General  Fund  Switch  in 
the  "Present  Law  Adjustments"  below).  If  that 
mill  levy  is  not  re-authorized,  there  is  no 
appropriated  authority  for  the  millage  portion 
of  the  bond  payments.  The  legislature  may 
wish  to  discuss  whether  it  is  appropriate  to  use 
millage  to  pay  for  the  non-general  fund  portion 
of  the  technology  bonds. 


Present  Law 

Table  21 
University  Units 
Adjustments  for  Technology  Bond  Payments 

Millage      Total  Funds       Millage      Total  Funds 
Fiscal  2000    Fiscal  2000    Fiscal  2001    Fiscal  2001 

UM-Missoula 

MSU-Bozeman 
TOTAL 

$10,736               $90,942               $10,672               $90,396 

6,120                 51,364                    6,083                 51,059 

$16,856             $142,306               $16,755             $141,455 

DP  16  -  Millage/General  Fund  Switch  -  The  present  law  authorizing  the  six-mill  levy  will  expire  on  January  1,  1999. 
Even  though  the  voters  approved  reauthorization  of  the  levy,  CI-75  leaves  doubt  as  to  whether  it  can  be  implemented. 
Therefore,  the  Executive  Budget  includes  general  fund  of  $14.88  million  in  fiscal  2000  and  $15.35  million  in  fiscal  2001 
in  the  present  law  budget  to  replace  the  expiring  millage  revenue.  It  then  includes  a  new  proposal  to  use  millage  revenue 
to  replace  general  fund  if  authorizing  legislation  is  enacted  in  accordance  with  CI-75,  as  noted  above. 

LFD  Issue  11  -  Given  the  passage  of  CI-75,  the  six-mill  levy  may  be  re-authorized  on  an  emergency  basis  for  only 
two  years  and  only  by  a  three-fourths  majority  of  the  legislature,  according  to  the  Code  Commissioner.  If  the  six- 
mill  levy  is  not  re-authorized,  and  if  the  legislature  approves  the  executive  present  law  proposal  for  the  university 
system,  the  budget  will  include  an  additional  $30.3  million  general  fund  for  the  biennium.  For  a  discussion  of 
legislative  options,  please  see  LFD  Issue  #3  in  the  "Funding"  section  above. 

DP  20  -  Return  Distance  Education  to  Biennial  Level  -  The  Executive  Budget  proposes  returning  distance  education  to  the 

$200,000  annual  level  established  by  the  Board  of  Regents  for  the 
1999  biennium.  This  results  in  an  $18,032  annual  reduction  from 
the  fiscal  1998  base. 


Table  22 

University  System 

Distributed/Distance  Learning  Funds/Expenses 

Fiscal  Years  1998  and  1999 


FY  1998*  FY  1999 


Total 
Biennium 


Source  of  General  Fund 

Legislative  Appropriation 
Withheld  from  Distribution  to  Units 
Transferred  from  Units  FY  98  Funds 
TOTAL 


$  $ 

129,088 
52799     _ 


399.918 


270.830 
f527991 
$218,031     $181,887     $        399,918 


Use  of  General  Fund 

Workshop  -  OCHE 
Faculty  Development 
Planning  Grant 
Course  Development 
TOTAL 

•Some  funds  transferred  to  fiscal  1999 


6,181 
75,000 
68.534 
68316        181887 


6.181 

75,000 

68,534 

_2502Q3 


$218,031     $181.887    $       399,918 


LFD  Issue  12  -  The  OCHE  withheld  approximately  $400,000 
from  the  distribution  of  the  1999  biennial  lump  sum 
appropriation  to  develop  distributed/distance  education,  in  spite 
of  the  fact  that  the  1997  legislature  specifically  considered  the 
program  but  chose  not  to  appropriate  funds  for  that  purpose,  as 
shown  in  Table  22. 

The  1997  legislature  approved  a  lump  sum  appropriation  that 
would  support  24,437  resident  FTE  and  did  not  require  a 
reversion  to  general  fund  if  that  number  did  not  enroll.  Actual 
enrollment  was  24,323  FTE,  or  114  FTE  fewer  than  anticipated. 
The  fiscal  1998  expenditure  for  distance  education  left  in  the 
base  by  the  executive  is  approximately  equal  to  $1,800  general 
fund  for  the  incremental  costs  of  each  of  the  114  FTE,  or 
$205,200. 


It  can  be  argued  that  the  university  system  simply  spent  funds  on  distance  learning  that  were  not  needed  for 
support  of  FTE.  It  can  be  further  argued  that  establishing  a  budget  based  on  projected  total  resident  FTE,  as  has 
been  done  by  the  executive,  restores  the  base  for  FTE  support.  Therefore,  it  appears  that:   1)  the  $200,000  annual 
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distance  education  request  is  not  appropriately  part  of  the  base;  and  2)  it  should  be  considered  as  a  new  proposal 
for  an  administratively  established  program  that  has  not  previously  been  approved  by  the  legislature. 

It  is  totally  within  the  authority  of  the  Board  of  Regents  to  expend  part  of  the  appropriated  lump  sum  for  distance 
education.  However,  legislative  policy  options  regarding  distance  education  include  determining: 

1)  whether  the  legislature  wishes  to  remove  the  $200,000  for  distance  learning  from  the  base,  thus  reducing  the 
Executive  Budget  by  that  amount  each  year  of  the  2001  biennium; 

2)  whether  the  legislature  wants  to  appropriate  any  funds  specifically  for  distance  education  as  a  new  program 

not  previously  approved  by  the  legislature; 

3)  if  funds  are  to  be  expended,  whether  that  expenditure  should  be  the  executive  proposal;  and 

4)  if  funds  are  to  be  expended,  whether  the  budget  should  include  the  full  base,  including  the  $18,032  removed  by 
the  executive  as  a  present  law  adjustment  each  year  of  the  2001  biennium. 


Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

New  Proposals 

Fiscal  2000 

General 

Total 

Fiscal  2001 

General 

Total 

Description 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

-1 

Quality  Investments  -  OTO 

.00 

1,500,000 

1,500,000 

.00 

1,500,000 

1,500,000 

6 

Economic  Development  Research  - 
OTO 

00 

1,600,000 

1,927,328 

.00 

1,600,000 

2,102,792 

9 

Family  Practice  Residency 

.00 

45,600 

45,600 

00 

91,200 

91,200 

13 

Fee  Waivers  -  Resident  Students 

.00 

173,293 

350,649 

.00 

356,747 

724,972 

17 

Passage  of  Legislation  for  6  Mills 

.00 

(14,880,000) 

0 

,00 

(15,372,008) 

0 

Total  New  Proposals 

.00 

($11,561,107) 

$3,823,577 

00 

($11,824,061) 

$4,418,964 

New  Proposals 

Executive  new  proposals  include  one-time-only  general  fund  expenditures  for  quality  investments  and  economic 
development  research,  an  increase  for  the  Family  Practice  Residency  program,  increases  for  resident  student  fee  waivers, 
and  passage  of  a  bill  re-authorizing  the  six-mill  levy.  These  proposals  and  related  issues  are  discussed  below.  Please 
note  that  DP  9  -Family  Practice  Residency  program,  is  discussed  at  the  end  of  this  section,  rather  than  in  numerical  order, 
because  the  increases  from  the  fiscal  1998  base  constitute  a  new  proposal  unrelated  to  the  actual  functioning  of  the 
university  system.  The  state  appropriation  is  administered  through  Montana  State  University  -  Bozeman. 

DP  4  -  Quality  investments  -  OTO  -  The  Executive  Budget  includes  $1.5  million  each  year  on  a  one  time  only  basis  for 
investments  in  quality  improvement  items.  These  improvements  would  be  in  two  areas:  1)  technology  to  improve  the 
quality  of  on-campus  learning,  specifically  in  the  area  of  competitive  job  skills;  and  2)  library  resources  and  expansion  of 
electronic  access  to  information  sources  and  data  bases.  This  is  equivalent  to  approximately  $60  each  year  for  each 
resident  FTE  estimated  by  the  executive  to  be  enrolled  in  the  university  system. 

DP  6  -  Economic  Development  Research  -  The  Executive  Budget  includes:  1)  $1.6  million  general  fund  each  year;  and 
2)  $327,328  state  special  revenue  in  fiscal  2000  and  $502,792  in  fiscal  2001  from  Montana  Science  and  Technology 
investment  monies  for  matching  federal  grant  awards.  These  funds  are  to  be  appropriated  on  a  one-time-only-basis  and 
used  to  accelerate  the  conversion  of  successful  research  projects  to  commercial  applications.  This  proposal  is  part  of  the 
executive  Jobs  and  Income  program  to  stimulate  Montana's  economy  (please  see  the  Overview  volume  of  the  Budget 
Analysis  for  more  detail  on  this  statewide  program). 

LFD  Issue  13  -  The  executive  proposes  appropriating  general  fund,  on  a  one-time-only  basis,  for  the  Quality 
Investment  and  the  Economic  Development  Research  portions  of  the  Jobs  and  Income  program.  The  proposed 
funding  is  derived  from  one-time  fund  sources,  such  as  the  estimated  capital  gains  tax  that  Montana  could  receive 
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as  a  result  of  the  sale  of  Montana  Power's  generating  facilities.  The  use  of  funds  in  this  way  represents  a  use  of 
one-time  funds  for  projects  that  may  be  ongoing  in  the  following  biennium. 

LFD  Issue  14  -  The  use  of  Montana  Science  and  Technology  monies  diverts  that  income  to  economic  development 
programs  from  re-payment  of  loans  to  the  Coal  Tax  Trust  Fund.  Payments  on  the  loans  include:  1)  principal 
payments  that  would  normally  go  directly  to  the  permanent  Coal  Tax  Trust  fund;  and  2)  interest  earnings  that 
would  normally  accrue  to  the  general  fund.  Expenditure  of  the  principal  requires  a  three-fourths  majority  of  the 
legislature,  while  interest  may  be  appropriated  on  a  majority  vote.  If  the  interest  is  appropriated  directly,  the 
general  fund  revenue  estimates  established  by  the  Revenue  Oversight  Committee  would  have  to  be  reduced. 

The  executive  proposal  includes  appropriation  of  $830,120  of  Montana  Science  and  Technology  revenue  for  the 
biennium.  However,  it  appears  that  the  fiscal  1999  allocations  may  cause  the  fund  balance  to  become  negative.  If 
that  happens,  the  Sl.l  million  projected  revenue  in  the  2001  biennium  will  be  insufficient  to  cover  the  deficit  and 
fund  all  2001  biennium  requests,  which  include  this  proposal.  Therefore,  at  least  part  of  the  appropriation  would 
have  to  come  from  the  $970,773  principal  payments,  which  would  normally  go  to  the  Coal  Tax  Trust  fund  during 
the  2001  biennium.  Appropriation  of  the  principal  for  the  Jobs  and  Income  program  would  require  a  three- 
fourths  majority  vote  of  the  legislature,  because  it  constitutes  expenditure  of  principal  that  should  be  going  to  the 
Coal  Tax  Trust  Fund. 

For  a  discussion  of  the  entire  Jobs  and  Income  package,  please  refer  to  the  Overview  volume  of  the  Legislative 
Budget  Analysis. 

DP  1 3  -  Fee  Waivers  -  The  Executive  Budget  includes  a  new  proposal  for  fee  waiver  increases  resulting  from  projected  4 
percent  annual  tuition  increases  in  the  2001  biennium.  The  executive  notes  that  the  general  fund  request  is  for  resident 
students  only. 

LFD  Issue  15  -  The  general  fund  and  total  funds 
shown  in  Table  23  represent  the  total  new 
proposal  request  for  increased  fee  waivers 
resulting  from  the  4  percent  tuition  increases. 
The  executive  uses  the  proposed  4  percent  tuition 
increase  as  the  funding  source  for  the  additional 
fee  waivers  in  this  new  proposal.  The  total  funds 
include  resident  and  non-resident  tuition 
increases  and  would  provide  for  both  resident 
and  non-resident  fee  waivers  at  the  higher 
tuition  rates. 

Adjustment  for  the  $2.3  million  annual  system 
design  error  in  personal  services  will  reduce  the 
requirement  for  tuition  to  fund  additional  fee 
waivers  if  the  final  tuition  increase  is  less  than  the  4  percent  proposed  in  the  Executive  Budget.  The  general  fund 
share  of  the  fee  waiver  increases  will  probably  not  change.  The  legislature  may  wish  to  reduce  the  tuition  portion 
of  this  proposal  if  it  recommends  a  tuition  increase  less  than  the  4  percent  proposed  by  the  executive. 

DP  17  -  Passage  of  Legislation  for  6  Mills  -  The  Executive  Budget  includes  millage  revenue  of  $14.88  million  in  fiscal 
2000  and  $15.37  million  in  fiscal  2001,  contingent  on  passage  of  the  legislation  to  continue  the  six  mill  levy.  As  noted 
above  and  shown  in  Table  24,  the  executive:  1)  estimates  a  millage  increase  of  $850,000  in  fiscal  2000  and  $1.3  million  in 
fiscal  2001;  2)  proposes  a  present  law  adjustment  to  eliminate  the  millage  and  replace  it  with  general  fund  because  the 
statutory  authorization  expires  on  January  1,  1999;  and  3)  then  recommends  a  new  proposal  to  replace  the  general  fund 
with  the  millage,  contingent  on  passage  of  legislation  re-authorizing  the  six-mill  levy.  In  the  process,  it  removes  millage 
of  $16,856  in  fiscal  2000  and  $17,755  in  fiscal  2001  to  pay  for  technology  bond  payments  (see  LFD  Issues  #3,  #4,  #10, 


Table  23 

University 

Units  and  Colleges  of  Technology 

New  Proposal  Fee  Waiver  Increases 

General  Fund 

Total  Funds 

General  Fund 

Total  Funds 

Fiscal  2000 

Fiscal  2000 

Fiscal  2001 

Fiscal  2001 

Great  Falls  COT 

$2,378 

$2,279 

$4,851 

$4,659 

Helena  COT 

1,546 

1,557 

3.276 

3,302 

UM-Missoula 

37,890 

136.665 

78,134 

282,943 

MSU-Bozeman 

61,926 

119,304 

127,731 

247.115 

MT  Tech-UM 

14,149 

21.601 

29,103 

44.598 

MSU-Billings 

29,406 

34.509 

60,654 

71,454 

MSU-Northem 

18.445 

23.630 

37.627 

48.204 

WMC-UM 

7,553 

11.096 

15,371 

22.697 

TOTAL 

$173,293 

$350,641 

$356,747 

$724,972 
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and  #1 1  in  the  previous  "Funding"  and  "Present  Law  Adjustments"  sections  for  related  discussions). 


Table  24 

Executive  General  Fund  and  Millage  Adjustments 

University  Unit  Transfers 


Fiscal  2000  Fiscal  2001 

Adjustment General  Fund  Millage     Total  State  General  Fund  Millage      Total  State 


Executive  Budget  2001  Biennium  $95,425,462  $14,030,000      $109,455,462  $95,571,121  $14,030,000      $109,601,121 

Technology  Bond  Payments  16,856  16,856  17,755  17,755 

Executive  Estimated  Millage  Increase  (850,000)  850,000                      -  (1,342,008)  1,342,008 

PL  Adjustment  -  Replace  Millage  with  GF  14,880,000       (14,880,000) 0  15,372,008       (15,372,008) 0 


Net  After  Millage  Adjustments  $109,472,318  $0      $109,472,318        $109,618,876  $0      $109,618,876 

NP  -  Replace  General  Fund  with  Millage  (14,863,144)       14,863,144  -  (15,354,233)       15,354,233 

NP- Millage  Share  of  Technology  Bond  (16,856)  16,856   0  (17,775)  17,775  0 


Net  Differences  $94,592,318      $14,880,000      $109,472,318  $94,246,868      $15,372,008      $109,618,876 


Rural  Family  Practice  Residency  Program 

The  Rural  Family  Practice  Residency  Program  provides  incentive  funding  for  students  who  have  completed  their  medical 
degrees  to  participate  in  a  family  practice  residency  program  in  rural  Montana  communities.  The  program  goal  is  to 
facilitate  access  to  primary  health  care  in  rural  Montana  by  promoting  higher  education  for  medical  providers. 

The  program  was  initiated  in  1982  as  an  opportunity  for  one  to  two  month  clinical  rotations  for  physicians  admitted  to 
residency  programs  in  other  states  and  funded  partially  through  a  $100,000  per  year  general  fund  grant.  In  fiscal  1992, 
MSU  applied  for  and  received  a  grant  to  support  the  development  of  a  free-standing  program.  In  fiscal  1996,  the  program 
was  accredited  and  associated  with  two  hospitals  and  the  Deering  Clinic  in  Billings,  as  well  as  rural  hospitals  in  Sidney 
and  Glasgow.  While  the  program  provides  training  for  physicians,  it  also  provides  increased  medical  services  in  the  rural 
communities. 

The  Rural  Family  Practice  Residency  Program  received  certification  in  fiscal  1997  as  a  full  residency  program  for  medical 
students  completing  their  family  practice  residencies  in  rural  Montana  communities.  The  1997  legislature  increased  the 
funding  to  $200,000  each  year  to  help  implement  a  fully  certified,  three-year  program.  The  portion  of  the  program 
funding  provided  by  the  state  general  fund  is  allocated  to  the  Montana  University  System  and  is  accounted  for  by  MSU- 
Bozeman. 

DP  9  -  Family  Practice  Residency  -  As  shown  in  the  "New  Proposal"  table  at  the  beginning  of  the  preceding  "New 
Proposals"  section,  this  executive  request  is  for  increased  general  fund  of  $45,600  in  fiscal  2000  and  $91,200  in  fiscal 
2001  for  the  Montana  Family  Practice  Residency  program.  The  request  represents  a  non-compounded  22.8  percent 
annual  increase  from  the  fiscal  1998  base  budget  of  $200,000.  The  additional  funds  would  be  used  to  establish  a  western 
Montana  training  site  and  provide  rotations  for  specialty  medical  programs  in  other  locations. 

Language  Recommendations 

Language  proposed  to  implement  the  Executive  Budget  includes: 

Biennial  Lump  Sum  Appropriation 

"Item  [distribution  to  the  units]  is  a  biennial  lump-sum  appropriation." 
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LFD  Issue  16  -  The  current  policy,  approved  by  the  last  two  legislatures,  is  to  budget  most  OCHE  programs  and  the 
appropriation  to  the  units  as  a  single  biennial  lump-sum  appropriation.  The  current  policy  provides  the  flexibility  to  move 
funds  between  fiscal  years,  between  OCHE  and  the  units  (as  noted  in  the  Student  Assistance  program  narrative  above), 
and  among  OCHE  programs.  The  Executive  Budget  proposes  a  biennial  lump  sum  appropriation  to  the  units  and  colleges 
of  technology  only.  Flexibility  to  move  funds  among  the  units  would  be  maintained,  but  OCHE  could  no  longer  use  lump 
sum  appropriations  to  the  units  for  new  programs  such  as  distance  learning,  and  it  could  no  longer  transfer  its  own  unused 
funds  to  the  units.  The  legislature  may  wish  to  consider  if  or  how  to  implement  the  lump  sum  funding  policy. 

Tuition,  Interest,  and  Other  Revenue  Appropriation 

"Revenue  appropriated  to  the  Montana  university  system  units  and  colleges  of  technology  includes:  1)  state  special 
revenue  from  interest  earnings  of  $1,495,898  each  year  of  the  2001  biennium;  and  2)  tuition  and  other  revenue  of 
$108,188,070  in  fiscal  2000  and  $109,505,747  in  fiscal  2001.  These  amounts  are  appropriated  for  current  unrestricted 
operating  expenses  as  a  biennial  lump  sum  appropriation  and  are  in  addition  to  the  funds  shown  in  item  [distribution  to  the 
units]." 

Millage 

"Included  in  state  special  revenue  appropriations  in  item is  $14,880,008  in  fiscal  2000  and  $15,372,008  in  fiscal  2001 

from  revenue  generated  under  the  provisions  of  20-25-423.  Revenue  received  by  the  university  system  under  the 
provisions  of  20-25-423  that  exceeds  $14,880,008  in  fiscal  2000  and  $15,372,008  in  fiscal  2001  is  appropriated  to  the 
board  of  regents,  to  a  maximum  of  $35,000,000  for  the  biennium.  If  revenue  received  under  the  provisions  of  20-25-423 
is  less  than  $14,880,008  in  fiscal  2000  and  $15,372,008  in  fiscal  2001,  it  is  the  intent  of  the  legislature  that  the 
commissioner  of  higher  education  reduce  the  university  system  expenditures  by  corresponding  amounts." 

LFD  Comment  -  As  noted  above  in  the  LFD  Issue  4  narrative,  the  executive  mill  levy  estimates  are  higher  than  the 
Revenue  Oversight  Committee  estimates  by  $41,000  in  fiscal  2000  and  $1 17,000  in  fiscal  2001.  If  the  above  language  is 
approved  without  change  in  the  millage  estimates,  a  revenue  shortfall  may  be  built  into  the  funding. 

Energy  Conservation  Program 

"Item includes  $399,060  in  each  year  of  the  biennium  that  must  be  transferred  to  the  energy  conservation  program 

account  and  used  to  retire  the  general  obligation  bonds  sold  to  fund  energy  improvements  through  the  state  building 
energy  conservation  program.  The  costs  of  this  transfer  in  each  year  of  the  biennium  are:  university  of  Montana- 
Missoula,  $207,300;  Montana  tech  of  the  university  of  Montana,  $28,000;  Montana  state  university-northern,  $97,000; 
Montana  state  university-Billings,  $56,000;  and  western  Montana  college  of  the  university  of  Montana,  $10,760." 

Audit  Costs 

"Total  audit  costs  are  estimated  to  be  $549,842  for  the  university  system  other  than  the  office  of  the  commissioner  of 
higher  education.  Each  unit  shall  pay  a  percentage  of  these  costs  from  funds  other  than  those  appropriated  in  item ." 

"Audit  costs  for  the  office  of  the  commissioner  of  higher  education  are  estimated  to  be  $96,224." 

General  Instructions 

"University  system  units  are  defined  in  17-7-102(17).  For  all  university  system  units,  except  the  office  of  the 
commissioner  of  higher  education,  all  funds  (other  than  plant  funds  appropriated  in  [long  range  planning  bill]  relating  to 
long-range  building  and  current  unrestricted  operating  funds)  are  appropriated  contingent  on  approval  of  the 
comprehensive  program  budget  by  the  board  of  regents  by  October  1  of  each  year.  For  all  university  system  four-year 
units  and  colleges  of  technology,  all  funds,  other  than  funds  appropriated  in  [long-range  planning  bill]  for  long-range 
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building  programs,  are  appropriated  as  a  lump  sum  for  the  biennium  contingent  upon  approval  of  the  comprehensive 
program  budget  by  the  board  of  regents  by  October  1  of  each  year.  The  board  of  regents  shall  allocate  the  appropriations 
to  the  individual  units  according  to  board  policy.  The  budget  must  contain  detailed  revenue  and  expenditure  and 
anticipated  fund  balances  of  current  funds,  loan  funds,  endowment  funds,  and  plant  funds.  After  the  board  of  regents 
approves  operating  budgets,  transfers  between  units  may  be  made  only  with  the  approval  of  the  board  of  regents. 
Requests  for  transfer  and  related  justification  must  be  submitted  to  the  office  of  budget  and  program  planning  and  to  the 
legislative  fiscal  analyst  prior  to  approval  by  the  board  of  regents.  All  movement  of  funds  between  the  current 
unrestricted  subfund  and  the  designated  subfund  accounts  must  be  clearly  identified  in  the  state  budgeting  and  accounting 
system." 

"All  university  system  units,  except  the  office  of  the  commissioner  of  higher  education,  shall  account  for  expenditures 
consistently  within  programs  and  funds  across  all  units  and  shall  use  the  national  center  for  higher  education  management 
systems  program  classifications  structure,  along  with  the  college  and  university  business  administration  (CUBA)  system 
as  a  minimum  standard  for  achieving  consistency." 

"The  Montana  university  system,  except  the  office  of  the  commissioner  of  higher  education  and  the  community  colleges, 
shall  provide  electronically  to  the  office  of  budget  and  program  planning  and  to  the  legislative  fiscal  analyst:  (1)  at  fiscal 
year  end,  the  actual  personal  services  data,  which  must  tie  to  the  actual  expenditures  as  recorded  on  the  state  budgeting 
and  accounting  system;  and  (2)  by  November  1  and  at  fiscal  yearend,  the  budgeted  personal  services  data,  which  must  tie 
to  the  operating  plan  for  expenditure  of  funds  appropriated  in  [this  act]  and  in  the  pay  plan  as  approved  by  the  board  of 
regents.  The  personal  services  data  described  in  subsections  (1)  and  (2)  must  include  but  is  not  limited  to  the  following 
for  each  position  number:  program  number,  responsibility  center,  budgeted  and  actual  salary  and  benefits,  fund  type,  FTE 
position  title  and  position  type,  longevity  dates  and  increments,  years  of  service,  benefit  factors,  workers'  compensation 
code,  final  ending  hourly  salary  (actuals  only),  class  code,  and  allocation  percentage." 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

43.20 

.00 

400 

47.20 

.00 

4.00 

47.20 

47.20 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 
Transfers 
Debt  Service 

1,235,735 

2,378,121 

25,455 

0 

0 

4,061 

53,235 
900 
0 
0 
0 
0 

125,938 

480,000 

0 

23,900,127 

0 

0 

1,414,908 

2,859,021 

25,455 

23,900,127 

0 

4,061 

47,380 
41 
0 
0 
0 
0 

125,014 

550,000 

0 

25,095,133 

0 

0 

1,408,129 

2,928,162 

25,455 

25,095,133 

0 

4,061 

2,823,037 

5,787,183 

50,910 

48,995,260 

0 

8,122 

Total  Costs 

$3,643,372 

$54,135 

$24,506,065 

$28,203,572 

$47,421 

$25,770,147 

$29,460,940 

$57,664,512 

Federal  Special 

3,643,372 

54,135 

24,506,065 

28,203,572 

47,421 

25,770,147 

29,460,940 

57,664,512 

Total  Funds 

$3,643,372 

$54,135 

$24,506,065 

$28,203,572 

$47,421 

$25,770,147 

$29,460,940 

$57,664,512 

Program  Description 

The  Guaranteed  Student  Loan  Program  processes  loan  applications,  maintains  records  on  student  borrowers,  warehouses 
records,  collects  loan  payments,  and  performs  all  other  necessary  functions.  This  program  continues  to  function  alongside 
the  federal  direct  lending  program,  which,  in  Montana,  is  available  only  at  MSU. 

Funding 

This  program  is  funded  with  a  combination  of  federal  revenue  and  private  revenue  from  the  loan  services  it  provides. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

53,235 

4,133 

(3,233) 

47,380 

4,078 

(4,037) 

Total  Statewide  Adjustments 

$54,135 

$47,421 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 


New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  200( 

General 

Fund 

1 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  200 

General 

Fund 

Fiscal  2001 
Total 
Funds 

1201 
1202 
1203 

Add  FTE  for  New  Services 
Authority  for  Accounting  Change 
Incr  due  to  loan  volume 

Total  New  Proposals 

4.00 
.00 

.00 

4.00 

0 
0 
0 

$0 

125,938 

23,900,127 

480,000 

$24,506,065 

4.00 
.00 
.00 

4.00 

0 
0 
0 

$0 

125,014 

25,095,133 

550,000 

$25,770,147 

New  Proposals 

DP  1201  -  Add  FTE  for  New  Services  -  The  Executive  Budget  proposes  adding  4  FTE  to  provide  additional  services 
resulting  from  increased  loan  volume.  The  4  FTE,  added  by  budget  amendment  in  fiscal  1999,  include  2  FTE  in  client 
services,  1  FTE  internal  compliance  officer,  and  1  FTE  claims  investigator. 
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DP  1202  -  Authority  for  Accounting  Change  -  The  largest  portion  of  the  total  new  proposals  is  the  result  of  a  request  for 
an  accounting  change,  initially  implemented  at  the  suggestion  of  the  Legislative  Auditor  in  fiscal  1999.  Prior  to  fiscal 
1999,  the  Guaranteed  Student  Loan  program  recorded  loans  purchased  from  lenders  as  receivables  due  from  the  Federal 
Government.  The  receivables  were  offset  as  federal  payments  were  received.  The  Legislative  Auditor  suggested  that  the 
purchase  of  loans  be  recorded  as  an  expense  and  that  the  payments  be  recorded  as  revenues.  Therefore,  the  agency  needs 
the  expenditure  authority  to  purchase  the  loans,  estimated  at  $23.9  million  in  fiscal  2000  and  $25.1  million  in  fiscal  2001. 

DP  1203  -  Increases  Due  to  Loan  Volume  -  The  Executive  Budget  includes  an  additional  $480,000  in  fiscal  2000  and 
$550,000  in  fiscal  2001  for  increased  operating  expenses  due  to  increased  loan  volume.  The  increased  expenses, 
beginning  in  fiscal  1998  with  an  $800,000  transfer  of  authority  from  fiscal  1999  to  fiscal  1998,  were  continued  and 
expanded  in  fiscal  1999  through  the  budget  amendment.  These  amounts  are  requested  in  addition  to  the  expanded  fiscal 
1998  authority,  resulting  in  increases  of  20  percent  in  fiscal  2000  and  23  percent  in  fiscal  2001. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 

Proposals 

Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

.00 

.00 

.00 

00 

.00 

.00 

.00 

.00 

Personal  Services 
Operating  Expenses 

12,100 
31,724 

0 
1 

0 
50,000 

12,100 
81,725 

0 

1 

0 
50,000 

12,100 
81,725 

24,200 
163,450 

Total  Costs 

$43,824 

$1 

$50,000 

$93,825 

$1 

$50,000 

$93,825 

$187,650 

General  Fund 

43,824 

1 

50,000 

93,825 

1 

50,000 

93,825 

187,650 

Total  Funds 

$43,824 

$1 

$50,000 

$93,825 

$1 

$50,000 

$93,825 

$187,650 

Program  Description 

The  Board  of  Regents  has  full  power,  responsibility,  and  authority  to  supervise,  coordinate,  manage,  and  control  the 
university  system.  In  addition,  the  board  supervises  and  coordinates  other  public  educational  institutions  assigned  by  law. 

Funding 

Funding  is  entirely  from  the  general  fund. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 

(12,100) 

1 

(12,100) 
1 

Total  Statewide  Adjustments 

($12,099) 

($12,099) 

Present  Law  Adjustments 

1301       Per  diem  at  FY98  level 

.00 

12,100 

12,100 

.00 

12,100 

12,100 

Total  PL  Adjustments 

.00 

$12,100 

$12,100 

.00 

$12,100 

$12,100 

Present  Law  Adjustments  Total 

$1 

$1 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  1301  -  Per  Diem  at  FY98  level  -  The  Executive  Budget  includes  the  Board  of  Regents'  per  diem  at  the  fiscal  1998 
level.  Per  diem  is  a  zero-based  item.  Therefore,  the  adjustment  is  required  to  re-establish  the  spending  authority.  The 
Regents  are  paid  $50  per  meeting  day,  plus  expenses,  according  to  20-2-1 13,  MCA. 

LFD  Comment  -  The  Board  of  Regents'  legislatively  appropriated  budget  was  $27,896  each  year  of  the  1999 
biennium.  Because  of  increased  workshops,  meetings,  and  more  regular  attendance,  OCHE  transferred  $15,954 
from  fiscal  1999  as  a  supplemental  appropriation.  It  then  transferred  $42,000  of  unused  fiscal  1998  funds  in  the 
Administration  program  to  the  fiscal  1999  Regents'  budget,  resulting  in  a  total  fiscal  1999  budget  of  $53,942.  If  the 
OCHE  is  not  included  in  the  lump  sum  appropriation,  the  transfers  to  fiscal  1999  could  not  include  more  than  30 
percent  of  unused  funds  (see  "Lump  Sum  Budget"  in  the  Agency  Narrative). 
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New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 
General 

Fund 

Fiscal  2001 
Total 
Funds 

1302 

Partnerships  in  Education 
Total  New  Proposals 

00 
,00 

50,000 
$50,000 

50,000 
$50,000 

00 
00 

50,000 
$50,000 

50,000 
$50,000 

New  Proposals 

DP  1302  -  Partnerships  in  Education  -  The  Board  of  Education  is  requesting  funds  for  competitive  grants  for  improved 

teacher  education  through  partnerships  between  K-12  and  higher  education. 

LFD  Comment  -  The  first  partnership  of  this  type  was  implemented  in  fiscal  1998.  Dr.  Stuart  Knapp  from  OCHE 
and  Dr.  Dori  Nielson  from  the  Office  of  Public  Education  (OPI)  coordinated  an  effort  where  K-12  mathematics 
teachers  met  with  their  counterparts  at  the  postsecondary  level  to  develop  recommendations  for  the  improvement 
of  math  education.  Funding  for  the  program  was  contributed  by  the  participating  agencies  from  within  their 
current  budgets.  Both  offices,  when  making  a  joint  presentation  to  the  Joint  Committee  on  Postsecondary 
Education  Budget  and  Policy  (PEPB),  emphasized  that  resources  would  be  needed  to  continue  the  work,  both  in 
mathematics  and  in  other  fields.  According  to  the  May  18,  1998  PEPB  minutes,  they  said  that  OCHE  and  OPI 
would  pursue  a  "modest"  funding  request  in  the  ensuing  biennium.  When  asked  how  much  money  would  be 
needed  to  continue  the  partnership  efforts,  the  committee  was  told  that  it  could  be  as  little  as  $5,000  annually  per 
committee. 

According  to  officials  at  OCHE,  an  additional  K-12/university  committee  is  now  working  to  develop  proficiency 
admissions  standards  in  the  field  of  writing,  funded  by  the  participants'  budgets.  Additional  fields  under 
consideration  are  language,  foreign  language,  history  and  government,  computer  science,  and  the  sciences.  These 
collaborations  are  only  one  portion  of  the  work  for  which  this  new  proposal  is  requested. 

The  new  proposal  is  also  requested  to  help  fund  other  collaborative  initiatives  with  the  K-12  sector  and  the  OPI. 
These  include: 

1)  a  K-16  Montana  composition  transition  team  and  transition  study; 

2)  a  joint  committee  on  K-16  composition  standards; 

3)  a  collaborative  effort  on  the  Dwight  D.  Eisenhower  Science  and  Mathematics  Education  Act  projects  to 
improve  science  and  mathematics; 

4)  K-12/university  faculty  exchanges  with  K-12  classroom  teachers  to  provide  postsecondary  faculty  with  updated 
experience  in  K-12  education  and  to  provide  teacher  experience  in  the  teacher  education  curriculum;  and 

5)  a  teacher-mentor  program  for  new  teachers. 
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Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 

Proposals 

Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

.00 

00 

00 

00 

.00 

.00 

00 

.00 

Debt  Service 

95,095 

(95,095) 

0 

0 

(95,095) 

0 

0 

0 

Total  Costs 

$95,095 

($95,095) 

$0 

$0 

($95,095) 

$0 

$0 

$0 

General  Fund 

95,095 

(95,095) 

0 

0 

(95,095) 

0 

0 

0 

Total  Funds 

$95,095 

($95,095) 

$0 

$0 

($95,095) 

$0 

$0 

$0 

Program  Description 

The  Board  of  Regents  Bond  Payments  Program,  as  authorized  in  section  20-16-108,  MCA,  was  implemented  incurred 
when  the  MSU-Billings  College  of  Technology  was  transferred  from  the  Billings  school  district  to  the  university  system. 
A  state  contract  with  the  school  district  in  Billings  retired  the  district's  bonded  indebtedness  through  annual  payments. 
The  final  payment  is  in  fiscal  1999. 

Funding 

This  expenditure  was  funded  with  general  fund. 


Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 

Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Present  Law  Adjustments 

20 

End  of  Bond  Payments 

.00 

(95,095) 

(95,095) 

.00 

(95,095) 

(95,095) 

Total  PL  Adjustments 

.00 

($95,095) 

($95,095) 

.00 

($95,095) 

($95,095) 

Present  Law  Adjustments  Total 

($95,095) 

($95,095) 

Executive  Present  Law  Adjustments 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  and  will 
be  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 

DP  20  -  End  of  Bond  Payments  -  The  present  law  adjustment  reduces  the  funding  to  zero  because  the  final  payment  on 
these  bonds  was  budgeted  in  the  1999  biennium. 
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Agency  Proposed  Budget 
Budget  Item 

Base  Budget 
Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

FTE 

231.79 

.00 

.00 

231.79 

00 

00 

231.79 

231.79 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Debt  Service 

9,121,223 

1,592,777 

267,724 

5,001 

3,642 

798,112 

(46,992) 

(52,187) 

(5,001) 

(3,642) 

0 
1,500,000 
0 
0 
0 

9,919,335 

3,045,785 

215,537 

0 

0 

779,157 

(49,767) 

(52,187) 

(5,001) 

(3,642) 

0 
1,500,000 
0 
0 
0 

9,900,380 

3,043,010 

215,537 

0 

0 

19,819,715 

6,088,795 

431,074 

0 

0 

Total  Costs 

$10,990,367 

$690,290 

$1,500,000 

$13,180,657 

$668,560 

$1,500,000 

$13,158,927 

$26,339,584 

General  Fund 

State  Special  -  Interest 

Federal 

Proprietary 

8,088,136 

79,332 

1,879,470 

943,430 

551,749 

106,591 
31,949 

1,500,000 

10,139,885 

79,332 

1,986,061 

975,379 

472,870 

166,173 
29,516 

1 ,500,000 

10,061,006 

79,332 

2,045,643 

972,946 

20,200,891 

158,664 

4,031,704 

1,948,325 

Total  Funds 

$10,990,367 

$690,290 

$1,500,000 

$13,180,657 

$668,560 

$1,500,000 

$13,158,927 

$26,339,584 

Program  Description 

The  Montana  Agricultural  Experiment  Station  was  established  at  Montana  State  University-Bozeman  by  the  legislature 
in  1893  under  Hatch  Act  authorization  enacted  by  the  U.S.  Congress.  Its  mission,  as  provided  in  Section  20-25-222, 
MCA,  is  to:  1)  conduct  research  relating  to  agriculture,  natural  resources,  and  rural  life;  and  2)  distribute  the  resulting 
information  among  the  people  of  Montana.  The  agency  is  the  agricultural  research  component  of  the  land-grant 
university's  three-part  mission  of  teaching,  research,  and  service. 

The  Fort  Keogh  Livestock  and  Range  Research  Laboratory  at  Miles  City  is  a  cooperative  program  of  the  U.S. 
Department  of  Agriculture,  Agricultural  Research  Service,  and  the  state  through  the  Montana  Agricultural  Experiment 
Station.  The  purpose  of  the  laboratory  is  to  improve  efficiency  of  livestock  production  from  rangeland  resources. 

Funding 

In  addition  to  general  fund,  the  research  program  is  funded  from  other  current  unrestricted  funds,  including:  1)  federal 
Hatch  Act  funds;  2)  federal  regional  research  funds;  and  3)  sales  and  services  revenue,  as  shown  in  Table  25.  Federal 
funds  are  awarded  by  formula  for  federally  approved  research  projects.  Total  revenues  in  fiscal  2000  are  based  on  an 
estimate  that  is  6  percent  higher  than  the  fiscal  1998  level.   The  fiscal  2001  revenue  estimate  is  an  additional  3  percent 

higher.  Sales  revenue  in  the  2001  biennium 
for  the  U.  S.  Range  Station  is  also  shown  in 
Table  25.  The  funding  shown  in  Table  25 
does  not  include  a  vision  2005  new  proposal 
for  $1.5  million  general  fund. 

LFD  Issue  1  -  The  Executive  Budget  includes 
$426,711  of  proprietary  revenue  from  sales 
and  other  income  in  the  Organized  Research 
program  at  the  fiscal  1998  level.  However,  to 
reach  that  level  the  agency  spent  actual 
revenue  of  $386,167  and  a  fund  balance  of 
$40,542,  thus  increasing  the  base  beyond  an 
on  going  level. 

Fiscal  1999  proprietary  revenue  is  likely  to  be  approximately  $374,825,  based  on  average  revenue  over  the  prior  five 
years.  This  amount  is  $51,886  lower  than  the  fiscal  1998  expenditures.  The  agency  will  have  to  reduce  its  fiscal  1999 
expenditures  below  the  fiscal  1998  level  by  that  amount  because  the  fund  balance  is  now  depleted. 


Table  25 

AES  Funding  Sources 

Fiscal  1998  through  Fiscal  2001 

Actual 

Operating  Plan 

Executive 

Executive 

Fund  Source 

Fiscal  1998 

Fiscal  1999 

Fiscal  2000 

Fiscal  2001 

General  Fund 

$8,088,136 

$8,471,179 

$8,639,885 

$8,561,006 

Interest/Other 

79,332 

79.332 

79,332 

79,332 

Federal  Hatch  Act 

1.263,418 

1,265.218 

1,335,475 

1,375.539 

Federal  Regional  Research 

616,052 

614.255 

650,586 

670,104 

Proprietary  -  AES  Sales 

426,711 

435,585 

426,711 

426.711 

Proprietary  -  Range  Station 

516719 

521513 

548  668 

546^235 

TOTAL 

$10,990,368 

$11.389088 

$11,680,657 

$11,658,927 

*  Totals  may  not  add  due  to  rounding 
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Assuming  revenue  does  not  increase  in  the  2001  biennium,  the  agency  will  have  $5 1,886  of  empty  spending  authority  for 
proprietary  funds  in  the  Executive  Budget. 

The  legislature  can  respond  to  the  declining  revenue,  depending  on  the  service  level  it  deems  appropriate.  Options  vary 
from  accepting  the  Executive  Budget  with  its  probable  reduction  in  services  to  replacing  lost  revenue  with  general  fund. 
Those  options  include: 

1)  accepting  the  Executive  Budget  with  the  understanding  that  annual  proprietary  revenue  during  the  2001  biennium  may 
be  $51,886  lower  than  budgeted,  resulting  in  fewer  services  than  provided  in  fiscal  1998;  or 

2)  replacing  the  anticipated  revenue  reduction  with  $51,886  general  fund  each  year  to  maintain  services  at  approximately 
the  fiscal  1998  level. 


Present  Law  Adjustments 

Fiscal  2000 
FTE 

Fiscal  2000 
General 

Fiscal  2000 
Total 

Fiscal  2001 
FTE 

Fiscal  2001 
General 

Fiscal  2001 
Total 

Present  Law  Description 

Fund 

Funds 

Fund 

Funds 

Statewide  Present  Law 

Personal  Services 

668,674 

798,112 

592,564 

779,157 

Inflation/Deflation/Fixed  Costs 

21,207 

30,309 

18.438 

27,534 

Total  Statewide  Adjustments 

689,881 

828,421 

611,002 

806,691 

2        Reduction  in  Operating/Equipment/Other 

(138,131) 

(138,131) 

(138,131) 

(138,131) 

Total  PL  Adjustments 

.00 

(138,131 

(138,131) 

00 

(138,131) 

(138,131) 

Present  Law  Adjustments  Total 

.00 

$551,750 

$690,290 

.00 

$472,871 

$668,560 

Present  Law  Adjustment 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies,  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies. 

The  FTE  shown  in  the  main  table  are  the  actual  FTE  historically  authorized  for  this  agency.  The  number  differs  from  the 
215.34  FTE  shown  in  the  Executive  Budget  because  the  executive  used  a  standard  1.0  FTE  for  each  faculty  position, 
rather  than  the  1 .22  FTE  traditionally  shown  for  faculty  who  also  work  during  the  summer.  The  difference  in  the  method 

of  calculating  the  FTE  does  not  affect  the  amount  of 
personal  services  required.  In  the  Agricultural 
Experiment  Station,  personal  services  are  fully  funded, 
less  a  2.8  percent  vacancy  savings  rate  totaling 
$283,570  in  fiscal  2000  and  $282,984  in  fiscal  2001. 
The  general  fund  portion  of  these  amounts  is  $21 1,480 
in  fiscal  2000  and  $209,570  in  fiscal  2001. 

DP  2  -  Reduction  in  Operating/Equipment/Other  -  The 
present  law  reduction  of  $138,131  in  operating, 
equipment,  and  other  costs  adjusts  for  higher  than 
budgeted  operating  expenses  in  fiscal  1998.  The 
agency  spent  unused  personal  services  funds  for 
operating,  equipment,  and  other  expenses  in  fiscal 
1998,  thus  increasing  the  base  budget.  However,  since 
the  full  personal  services  budget  is  restored  in  the  2001 
biennium,  the  Executive  returns  the  operating  budget 
to  the  fiscal  1998  budgeted  level. 


Table  26 

Agricultural  Experiment  Station 

Base  &  Total  Budget  Expenditure  &  Funding  Reconciliation 

Fiscal  2000 

Fiscal  2001 

Agency  Present  Law  Base 
Funds  Appropriated  in  Language 
Adjustment  of  Funding  Sources 

Executive  Base  General  Fund  Only 

Agency  Present  Law  Adjustment 
Exec  Language  Appropriation  of  Sales 
Exec  Language  Appropriation  of  Fed.  Funds 
Executive  PL  Base  Adjustments 

Total  Agency  Present  Law  Budget 
Executive  New  Proposal 
Executive  Other  Funds  Appropriated  in  Languag 
Total  Executive  General  Fund  Budget 

$10,990,367 

(2.903,800) 

1  569 

8.088,136 

690,290 

(31,949) 

(106.591) 

551,750 

11.680,657 

1,500.000 

(30407721 

$10,139,885 

$10,990,367 

(2.903,800) 

1  569 

8,088,136 

668.560 

(29,516) 

(166  1731 

472,871 

11.658,927 
1,500.000 
(3  097  9211 

$10,061,006 

COMMISSIONER  OF  HIGHER  ED 


E-110 


AGRICULTURAL  EXP  STATION 


COMMISSIONER  OF  HIGHER  ED  AGRICULTRUAL  EXP  STATION 

LFD  Issue  2  -  As  shown  in  Table  26,  the  executive  base  budget  is  $2.9  million  lower  than  the  agency  budget  for 
each  year  of  the  2001  biennium,  and  the  present  law  adjustments  are  lower  by  over  $138,000  in  fiscal  2000  and 
$195,000  in  fiscal  2001.  These  differences  occur  because  the  Executive  Budget  tables  include  only  general  fund, 
instead  of  the  total  current  unrestricted  budget.  The  executive  proposes  using  language  appropriations  for  other 
revenues  that  are  collected  directly  by  the  agencies  rather  than  the  state,  as  noted  in  the  language  section  below. 
While  the  total  current  unrestricted  budget  is  appropriated  by  the  legislature,  the  total  budget  and  present  law 
adjustments  in  the  Distribution  Program  table  do  not  tie  to  the  actual  budget  and  present  law  requests  by  the 
amount  of  the  language  appropriations. 


New  Proposals 

Fiscal  Fiscal  2000  Fiscal  2000  Fiscal  2001             Fiscal  2001  Fiscal  2001 
Description                                                     200°  General                     Total                    FTE                    General                         Total 
" FTE  Fund                       Funds                                                  Fund                            Funds 


5      Vision  2005  Economic  Development  -  00  1,500,000  1,500.000  00  1,500,000  1,500,000 

OTO 

Total  New  Proposals 00 $1,500,000  $1,500,000 W $1,500,000 $1,500,000 


New  Proposals 

DP  5  -  Economic  Development  -  OTO  -  This  proposal  for  $1.5  million  in  each  year  of  the  biennium  is  a  one 
time  only  request  for  general  fund  for  the  Jobs  and  Income  Economic  Development  program.  These  funds  are 
to  be  used  for  research  projects  and  technology  transfers  to  meet  the  goal  of  doubling  the  economic  value  of 
Montana's  agriculture. 

According  to  the  Jobs  and  Income  documentation,  the  Agricultural  Experiment  Station  would  use  the  $1.5 
million  general  fund  each  year,  matched  with  $1.5  million  private  funds,  to:  1)  determine  the  markets  for 
alternative  high-value  crops  that  can  be  grown  in  Montana;  2)  support  producers  with  research  and  technical 
assistance  to  enable  them  to  grow  alternative  crops  that  are  in  demand;  and  3)  actively  recruit  alternative  crop 
business  into  the  state.  The  goal  is  to  provide  the  agricultural  community  with  research  and  the  technology  to 
grow  financially  viable  alternative  crops  in  appropriate  areas  to  enable  diversification  of  farm  income.  The 
information  will  be  transmitted  to  the  agricultural  community  partially  through  the  services  of  a  full-time  staff 
person  requested  in  the  Extension  Service  budget. 

LFD  Issue  3  -  These  funds  are  derived  from  the  estimated  one-time  capital  gains  tax  that  Montana  could  receive 
as  a  result  of  the  sale  of  Montana  Power's  generating  facilities.  The  use  of  funds  in  this  way  represents  a  use  of 
one-time  funds  for  projects  that  may  be  ongoing  in  the  following  biennium. 

For  a  discussion  of  the  entire  Jobs  and  Income  package,  please  refer  to  the  Overview  volume  of  the  LFD  Budget 
Analysis. 

Language 

"Revenue  appropriated  to  the  Agricultural  Experiment  Station  includes:  1)  state  special  revenue  from  interest  earnings 
of  $79,332  each  year  of  the  2001  biennium;  2)  federal  revenue  of  $1,986,061  in  fiscal  2000  and  $2,045,643  in  fiscal 
2001;  and  3)  proprietary  revenue  from  sales  of  $975,379  in  fiscal  2000  and  $972,946  in  fiscal  2001.  These  amounts  are 
appropriated  for  current  unrestricted  operating  expenses  and  are  in  addition  to  the  funds  shown  in  item  ." 
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Agency  Proposed  Budget 

Base 

Budget 

Fiscal  1998 

PL  Base 
Adjustment 
Fiscal  2000 

New 
Proposals 

Fiscal  2000 

Total 
Exec  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 

Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

Budget  Item 

FTE 

117.58 

00 

00 

117.58 

00 

00 

117.58 

117.58 

Personal  Services 
Operating  Expenses 
Equipment 

4,887,970 

451,396 

45,477 

522,222 

5,501 

0 

60,000 

30,000 

0 

5,470,192 

486,897 

45,477 

519,959 

5,211 

0 

60,000 

30,000 

0 

5,467,929 
486,607 

45,477 

10,938,121 

973,504 
90,954 

Total  Costs 

$5,384,843 

$527,723 

$90,000 

$6,002,566 

$525,170 

$90,000 

$6,000,013 

$12,002,579 

General  Fund 

State  Special  -  Interest 

Federal  Funds 

3,425,815 

40,739 

1,918,289 

339,274 

0 

188,449 

90,000 

3,855,089 

40,739 

2,106,738 

336,721 
188,449 

90,000 

3,852,536 

40,739 

2,106,738 

7,707,625 

81,478 

4,213,476 

Total  Funds 

$5,384,843 

$527,723 

$90,000 

$6,002,566 

$525,170 

$90,000 

$6,000,013 

$12,002,579 

Program  Description 

The  Extension  Service  was  established  in  1914  as  a  result  of  the  federal  Smith-Lever  Act.  The  Extension  Service 
mission  is  disseminating  and  encouraging  practical  use  of  research  about  agricultural  production  and  marketing,  human 
resource  development,  and  home  economics.  It  serves  54  of  the  56  counties  through  52  county  extension  offices. 
Meagher  County  contracts  for  4-H  services.  Petroleum  and  Wheatland  Counties  have  no  services.  The  central  operations 
are  housed  on  the  Bozeman  campus.  Background  materials  for  its  educational  efforts  are  developed  by  faculty  at  the 
Extension  Service,  the  Agricultural  Experiment  Station,  and  Montana  State  University  departments  from  available 
research  information. 

Funding 

The  Extension  Service  is  funded  from  two  sources:  1)  general  fund;  and  2)  federal  Smith-Lever  funds.  Smith-Lever 
funds  decreased  by  $376,768  from  $3  million  in  fiscal  1997  to  $1.9  million  in  fiscal  1998.  The  2001  biennium  funding 
includes  anticipated  increases  up  to  the  fiscal  1999  level  of  $2.1  million  federal  funds. 
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Present  Law  Adjustments 
Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  200 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 

Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

218,419 

710,052 
1,817 
3,684 

216,776 

707,789 
1,825 
3,386 

Total  Statewide  Adjustments 

218,419 

715,553 

216,776 

713,000 

Present  Law  Adjustments 

1  Decrease  in  Federal  Funding 

2  Backfill  Reduction  in  Federal  Funds 

.00 

0 
120,855 

(187,830) 
0 

.00 

0 
119,945 

(187,830) 
0 

Total  PL  Adjustments 

.00 

$120,855 

(187,830) 

.00 

$119,945 

(187,830) 

Present  Law  Adjustments  Total 

.00 

$339,274 

$527,723 

.00 

$336,721 

$525,170 

Present  Law  Adjustment 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies,  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies. 

The  FTE  employees  shown  in  the  main  table  are  the  actual  FTE  needed  by  this  agency.  The  number  differs  from  the 
104.32  FTE  shown  in  the  Executive  Budget  because  the  executive  used  a  standard  1.0  FTE  for  each  faculty  position, 
rather  than  the  1 .22  FTE  traditionally  shown  for  faculty  who  also  work  during  the  summer.  The  difference  in  the  method 
of  calculating  the  FTE  does  not  affect  the  amount  of  personal  services  required.  In  the  Extension  Service,  personal 
services  are  fully  funded,  less  a  2.8  percent  vacancy  savings  rate  totaling  $160,709  in  fiscal  2000  and  $160,639  in  fiscal 
2001.  The  general  fund  portion  of  these  amounts  is  $103,446  in  fiscal  2000  and  $103,421  in  fiscal  2001.  Other  present 
law  adjustments  are  as  follows: 

DP  1  -  Decrease  in  Federal  Funding  -  The  Executive  Budget  reduces  the  Extension  Service  budget  and  the  federal 
funding  by  $187,830  each  year  to  partially  offset  a  $376,768  base  reduction  in  federal  funds  experienced  in  fiscal  1998. 

DP  2  -  General  Fund  Backfill  of  Reduction  in  Federal  Funds  -  The  Executive  Budget  includes  additional  general  fund  of 
$120,855  in  fiscal  2000  and  $1 19,945  in  fiscal  2001  to  partially  replace  the  reduction  in  federal  funds  in  fiscal  1998. 

LFD  Issue  1  -  In  fiscal  1998  the  agency  spent  all  appropriated  general  fund.  The  entire  reduction  of  $376,768  was 
the  result  of  a  decrease  in  federal  funds,  and  services  were  reduced  to  keep  expenditures  equal  to  available  funds. 
The  agency  reduced  operations  and  training  and  held  positions  open.  It  also  used  replacement  funds  on  a  one- 
time basis  from  restricted  federal  sources,  specialist  designated  funds,  and  university  outreach  funds.  Increases  in 
federal  funds  in  the  2001  biennium  will  be  used  to  restore  the  unfunded  county  portion  of  agent  salary  increases, 
restore  program  and  training  support  for  agents,  and  fill  agent  vacancies  more  quickly. 

Replacing  federal  funds  with  general  fund  constitutes  a  change  in  policy,  which  the  legislature  may  wish  to 
consider  as  a  new  proposal.  As  shown  in  Table  F,  the  change  results  in  a  63.68  percent  general  fund  share  of  the 
Executive  Budget  in  fiscal  2000,  compared  to  59.46  percent  general  fund  share  of  the  appropriated  budget  in 
fiscal  1998. 
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Table  27 

Extension  Service  Funding  Comparisons 

General 
Fund 

nterest 

Federal 
Funds 

Total 
Funds 

Executive  Budget  FY  2000 
%  of  Total 

$ 

3,765.089 
63.68% 

S 

40,739 
0.69% 

S 

2,106.738 
35.63% 

S 

5,912,566 
100.00% 

Exec.  FY  2000  less  Backfill 
%  of  Total 
Executive  Backfill 

$ 
$ 

3,644.234 

62.92% 

120,855 

S 

s 

40,739 
0.70% 

$ 
$ 

2.106,738 
36.38% 

$ 

$ 

5,791,711 
100.00% 
120,855 

FY  1998  Actual 

%  of  Total 

Executive  less  FY  1998  Actual 

$ 

$ 

3,425,815 

63.62% 

339,274 

s 
$ 

40,739 
0.76% 

$ 

s 

1,918,289 

35.62% 

188,449 

S 

$ 

5,384,843 
100.00% 
527,723 

FY  1998  Appropriated 

%  of  Total 

Executive  less  FY  1998  Approp. 

$ 
S 

3,425,815 

59.46% 

339,274 

$ 

$ 

40,739 
0.71% 

$ 
$ 

2,294,568 

39.83% 

(187,830) 

$ 
$ 

5,761,122 
100.00% 
151,444 

FY  2000  @  FY98 

Budgeted  % 

Exec,  less  FY  2000  @  FY98  % 

$ 

$ 

3,141,848 
59.40% 
623,241 

s 
s 

40,739 
0.77% 

$ 

$ 

2,106.738 
3983% 

$ 

$ 

5,289,325 
100.00% 
623,241 

Table  27  also  shows  the  differences  from 
the  Executive  Budget  for  other  scenarios. 
The  Executive  Budget  increases  services 
from  the  fiscal  1998  actual  level,  while  a 
budget  without  the  replacement  general 
fund  would  maintain  services  at 
approximately  the  fiscal  1998  level  as 
adjusted  for  annualization  of  the  pay  plan 
and  inflation.  In  either  case,  fewer 
services  than  those  anticipated  in  the 
fiscal  1998  appropriated  budget  could  be 
offered. 

In  a  time  of  declining  federal  funds,  it  is 
difficult  to  maintain  services  without  a 
significant  impact  on  state  funds.  For 
example,  if  the  budget  were  reduced  to 
maintain  the  59.4  percent  general  fund 
share  appropriated  in  fiscal  1998,  the 
general  fund  reduction  from  the 
Executive  Budget  would  be  $623,241 
each  year  of  the  2001  biennium,  as  shown  in  the  table.  A  reduction  of  that  magnitude  would  place  the  general  fund  at 
$3.1  million,  or  approximately  8  percent  below  the  fiscal  1998  general  fund  actual  expenditures,  resulting  in  service 
reductions  beyond  those  incurred  when  federal  funds  were  decreased  in  fiscal  1998. 


The  budgeting  options  available  to  the  legislature  include: 

1)  accepting  the  Executive  Budget  of  nearly  $3.8  million  to  increase  services  from  the  fiscal  1998  level; 

2)  removing  the  general  fund  replacement  funds  from  the  Executive  Budget,  thus  appropriating  general  fund  of  $3.6 
million  and  maintaining  services  at  approximately  the  fiscal  1998  level; 

3)  maintaining  the  general  fund  at  the  fiscal  1998  level  of  $3.4  million,  which  reduces  services  by  the  amount  required 
for  annualization  of  the  pay  plan,  but  which  does  allow  some  expansion  if  federal  funds  increase  as  anticipated;  or 

4)  reducing  services  so  that  general  fund  of  $3.1  million  remains  proportional  to  the  federal  funds  at  the  ratio  existing  in 
the  fiscal  1998  appropriation. 


LFD  Issue  2  -  As  shown  in  Table  28,  the  executive 
base  budget  is  $2.1  million  lower  than  the  agency 
budget  for  each  year  of  the  2001  biennium,  and  the 
present  law  adjustments  are  lower  by  $188,449  each 
year.  These  differences  occur  because  the  Executive 
Budget  tables  include  only  general  fund,  instead  of 
the    total    current    unrestricted    budget.  The 

executive  proposes  using  language  appropriations 
for  other  revenues  that  are  collected  directly  by  the 
agencies  rather  than  the  state,  as  noted  in  the 
language  section  below.  While  the  total  current 
unrestricted  budget  is  appropriated  by  the 
legislature,  the  total  budget  and  present  law 
adjustments  in  the  Distribution  Program  table  do 
not  tie  to  the  actual  budget  and  present  law  requests 
by  the  amount  of  the  language  appropriations. 


Table  28 

Extension 

Service 

Base  &  Present  Law  Expenditure  &  Funding 

Reconciliation 

Fiscal  2000 

Fiscal  2001 

Agency  Present  Law  Base 

Exec  Base  Language  Appropriations 

$5,384,843 
M  959.0281 

$5,384,843 
(1,959,028) 

Executive  Base 

3.425,815 

3,425.815 

Agency  Present  Law  Adjustment 

Exec  PL  Adj  -Interest  Language  Approp 

Exec  PL  Adj  -Federal  Funds  Language  Approp 

527.723 

0 

(188.449) 

525,170 

0 
(188,449) 

Executive  PL  Base  Adjustments 

339.274 

336.721 

Total  Agency  Present  Law  Budget 
Executive  New  Proposal 
Executive  Int.  &  Fed  Language  Approps 
Total  Executive  General  Fund  Budget 

5.912.566 

90,000 

(2  147  4771 

$3,855,089 

5,910,013 

90.000 

(2  147,477) 

$3,852,536 
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New  Proposals 
Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

3   Technology  Transfer 
Total  New  Proposals 

.00 
.00 

90,000 
$90,000 

90,000 
$90,000 

00 
00 

90,000 
$90,000 

90,000 

$90,000 

New  Proposals 

DP  3  -  Technology  Transfer  -  This  new  proposal  would  provide  general  fund  of  $60,000  for  a  staff  person  and  $30,000 
for  operating  expenses  at  the  Extension  Service  to  provide  a  research  conduit  for  the  Vision  2005  economic  development 
program  research  projects  and  technology  transfers  budgeted  in  the  Agricultural  Experiment  Station.  The  Vision  2005 
program  is  proposed  to  help  meet  the  goal  of  doubling  the  economic  value  of  Montana's  agriculture.  Additional 
information  on  this  program  is  included  in  the  "New  Proposals"  section  of  the  Agricultural  Experiment  Station  narrative. 

LFD  Issue  3  -  These  funds  are  derived  from  the  estimated  one-time  capital  gains  tax  that  Montana  could  receive 
as  a  result  of  the  sale  of  Montana  Power's  generating  facilities.  The  use  of  funds  in  this  way  represents  a  use  of 
one-time  funds  for  projects  that  may  be  ongoing  in  the  following  biennium. 

For  a  discussion  of  the  entire  Vision  2000  package,  please  refer  to  the  Overview  Volume  of  the  Legislative  Budget 
Analysis. 

Language 

"Revenue  appropriated  to  the  Extension  Service  each  year  of  the  2001  biennium  includes:  1)  state  special  revenue  from 
interest  earnings  of  $40,739;  and  2)  federal  revenue  of  $2,106,739.  These  amounts  are  appropriated  for  current 
unrestricted  operating  expenses  and  are  in  addition  to  the  funds  shown  in  item ." 
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Agency  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  00-01 

FTE 

13.74 

00 

00 

13.75 

.06 

00 

1375 

13.75 

Personal  Services 

688,475 

47,447 

0 

735,922 

46,870 

0 

735,345 

1,471,267 

Operating  Expenses 

109,363 

352 

0 

109,715 

295 

0 

109,658 

219,373 

Total  Costs 

$797,838 

$47,799 

$0 

$845,637 

$47,165 

$0 

$845,003 

$1,690,640 

General  Fund 
Interest 

797,838 

47,799 

0 

840,714 
4,923 

47,165 

0 

840,044 
4,959 

1,680,758 
9,882 

Total  Funds 

$797,838 

$47,799 

$0 

$845,637 

$47,165 

$0 

$845,003 

$1,690,640 

Program  Description 

The  Montana  Forestry  and  Conservation  Experiment  Station  was  established  by  the  legislature  in  1937  as  a  non-profit 
organization  for  the  scientific  investigation  of  natural  resource  problems.  The  station,  which  is  established  in  20-25-241, 
MCA  and  directed  by  the  Dean  of  the  School  of  Forestry,  is  the  research  unit  of  the  University  of  Montana  School  of 
Forestry.  The  program  purposes  include  studies  of  forestland  resources,  timber,  and  relationships  between  forests  and 
water,  pasturage,  and  recreation.  Research  is  conducted  at  Lubrecht  Experimental  Forest  and  at  other  locations  in 
Montana  in  cooperation  with  private,  state,  and  federal  agencies. 

Funding 

The  program  is  funded  from  general  fund  and  interest  paid  into  the  current  unrestricted  fund.  The  Executive  Budget 
proposes  appropriating:  1)  the  general  fund  to  the  Office  of  the  Commissioner  of  Higher  Education  for  disbursement  to 
the  Forestry  and  Conservation  Experiment  Station;  and  2)  the  interest  in  language  because  those  funds  are  collected 
directly  by  the  higher  education  agencies. 


Present  Law  Adjustments 

Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal 
2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation/Fixed  Costs 

47,447 
352 

47,447 
352 

46,870 
295 

46,870 
295 

Total  Statewide  Adjustments 

47,799 

47,799 

47,165 

47,165 

Total  PL  Adjustments 

.00 

$47,799 

$47,799 

.00 

$47,165 

$47,165 

Present  Law  Adjustment 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law. 
Statewide  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on 
these  items  will  be  applied  globally  to  all  agencies.  No  vacancy  savings  are  applied  in  this  agency. 

LFD  Issue  1  -  As  shown  in  Table  29,  the  Executive  Budget  base  differs  from  the  agency  expenditure  base  shown  in 
the  Forestry  and  Conservation  Experiment  Station  main  table.  This  is  because  transfers  of  appropriated  general 
fund  from  the  Office  of  the  Commissioner  of  Higher  Education  (OCHE)  exceed  the  agency  actual  base 
expenditures  in  fiscal  1998  by  $6,593.  The  agency  carried  the  unused  general  fund,  as  well  as  interest  of  $4,959, 
forward  into  fiscal  1999.  The  executive  includes  the  higher  transfer  base,  then  reduces  the  total  approved  present 
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law  adjustments  to  compensate.     The  total  budget  is  not  affected,  but  the  present  law  adjustments  in  the 
Distribution  Program  table  do  not  tie  to  the  actual  present  law  requests  by  the  amount  of  the  base  difference. 


LFD  Issue  2  -  As  shown  in  Table  29,  the  executive  total  budget 


Table  29 

Forestry  and  Conservation  Experiment  Station 
Base  &  Present  Law  Expenditure  &  Funding  Reconciliation 

Fiscal  2000                       Fiscal  2001 

Agency  Present  Law  Base 
Exec  Unexpended  Transfer  Adjustment 
Executive  Base 

$797,838 

6^522 

804,431 

$797,838 

6_5_22 

804,431 

Agency  Present  Law  Adjustment 
Exec.  PL  Adjustment  for  Base  Differences 
Exec  PL  Adjustment  for  Other  Revenue 
Executive  PL  Base  Adjustments 

47,799 
(6,593) 
14  923) 

36,283 

47.165 
(6,593) 
f4  959) 

35.613 

Total  Agency  Present  Law  Budget 
Executive  Interest  Appropriated  in  Language 
Total  Executive  General  Fund  Budget 

845,637 

(4.923) 

$840,714 

845,003 

(4.959) 

$840,044 

for  each  year  of  the  2001  biennium  is  lower  than 
the  agency  budget  by  over  $4,900  each  year. 
This  difference  occurs  because  the  executive 
Budget  tables  include  only  general  fund, 
instead  of  the  total  current  unrestricted 
budget.  The  executive  reduces  the  general 
fund  present  law  adjustments  by  the  amount 
of  anticipated  interest  income  for  this  agency 
and  includes  the  difference  in  the  language 
appropriation,  as  noted  below.  Therefore,  the 
total  current  unrestricted  budget  is 
appropriated  by  the  legislature,  but  the 
present  law  adjustments  in  the  Distribution 
Program  table  do  not  tie  to  the  actual  present 
law  requests  by  the  amount  of  estimated 
interest. 


Language 

"Interest  income  of  $4,923  in  fiscal  year  2000  and  $4,959  in  fiscal  year  2001  is  appropriated  to  the  Forestry  and 
Conservation  Experiment  Station  for  current  unrestricted  operating  expenses.  This  amount  is  in  addition  to  that  shown  in 
item 
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Agency  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  1998 

PL  Base 
Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  2001 

Total 
Exec.  Budget 

Fiscal  00-01 

FTE 

35.74 

00 

.00 

35  74 

00 

.00 

35.74 

35.74 

Personal  Services 
Operating  Expenses 
Equipment/Debt 

1,493,620 

350,147 

11,446 

2,059 
250,679 

0 
0 
0 

1 ,495,679 

600,826 

11,466 

(1,316) 

251,461 
0 

0 
0 
0 

1,492,304 

601,608 

11,446 

2,987,983 

1,202,434 

22,892 

Total  Costs 

$1,855,213 

$252,738 

$0 

$2,107,951 

$250,145 

$0 

$2,105,358 

$4,213,309 

General  Fund 
Sales 
Groundwater  RIT 

1„391,106 

34,477 
429,630 

1,845 

24,523 

226,370 

0 

1,392,951 

59,000 
656,000 

(748) 

24,523 
226,370 

0 

1,390,358 

59,000 

656,000 

2,783,309 

1 1 8,000 

1,312,000 

Total  Funds 

$1,855,213 

$252,738 

$0 

$2,107,951 

$250,145 

$0 

$2,105,358 

$4,213,309 

Program  Description 

The  Bureau  of  Mines  and  Geology,  authorized  in  20-25-212,  MCA,  is  a  public  service  and  research  agency  at  Montana 
Tech  of  the  University  of  Montana  in  Butte.  The  bureau  is  charged  with  promoting  the  effective  use  of  mineral  resources 
through  investigation  of  their  geology,  production,  treatment,  and  economics.  It  disseminates  information  through 
publications  and  replies  to  individual  inquiries.  Work  includes  field  and  laboratory  study  and  compilation  of  statistics  on 
all  mineral  resources,  metallic  and  nonmetallic  minerals,  fuels,  and  ground  water. 

Funding 

The  Bureau  of  Mines  and  Geology  is  funded  from  three  sources:  1)  general  fund;  2)  resource  indemnity  trust  (RIT) 
funds  limited  in  statute  to  $666,000  each  year  for  full  funding  of  the  Groundwater  Assessment  program;  and  3)  revenue 
from  the  sale  of  maps  and  publications  totaling  $59,000  each  year.  The  Executive  Budget  proposes  appropriating:  1)  the 
general  fund  and  the  RIT  funds  to  the  Office  of  the  Commissioner  of  Higher  Education  for  disbursement  to  the  Bureau  of 
Mines  and  Geology;  and  2)  the  sales  revenue  in  language  because  those  funds  are  collected  directly  by  the  higher 
education  agencies. 


Present  Law  Adjustments 

Present  Law  Description 

Fiscal  2000 
FTE 

Fiscal  2000 

General 

Fund 

Fiscal  2000 
Total 
Funds 

Fiscal  2001 
FTE 

Fiscal  2001 

General 

Fund 

Fiscal  2001 
Total 
Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 

1,559 
286 

2,059 
342 

(1,091) 
343 

(1,316) 
343 

Total  Statewide  Adjustments 

1,845 

2,401 

(748) 

(973) 

Present  Law  Adjustments 

1          Restore  Full  Authority  for  RIT 
And  Sales 

.00 

226,370 
23,967 

00 

226,370 
24,748 

Total  PL  Adjustments 

.00 

250,337 

00 

251,118 

Present  Law  Adjustments  Total 

00 

$1,845 

$252,738 

.00 

($748) 

$250,145 

Present  Law  Adjustment 

Present  law  adjustments  in  this  program  include:    1)  the  statewide  adjustments  for  annualization  of  the  pay  plan;  2) 
vacancy  savings  of  2.8  percent  each  year  totaling  $42,851  in  fiscal  2000  and  $42,747  in  fiscal  2001,  including  RIT 
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vacancy  savings  of  $10,000  annually;  and  3)  net  inflation/deflation  costs.  In  addition,  two  adjustments  return  authority 
to  spend  other  funds  to  the  fiscal  1998  level. 

DP  1  -  Restore  Full  Authority  for  RIT  and  Sales  -  As  noted  above,  the  Groundwater  Assessment  Program  funded  by 
RIT  funds  is  statutorily  allowed  $666,000  each  year  of  the  biennium.  Fiscal  1998  actual  expenditures  from  RIT  were 
$429,630.  The  net  increase  of  $226,370  each  year  authorizes  full  funding,  less  $10,000,  for  the  2.8  percent  vacancy 
savings  in  this  program. 

The  1997  legislature  authorized  spending  up  to  $59,000  in  sales  revenue  if  the  funds  were  actually  received.  The  agency 
received  and  spent  $34,477  in  fiscal  1998.  The  Executive  Budget  increases  that  authority  so  that  the  agency  may  use  the 
additional  funds  if  sales  increase. 


LFD  Issue  1  -  As  shown  in  Table  30,  the  Executive  Budget  base  differs  from  the  agency  expenditure  base  shown  in 
the  Bureau  of  Mines  and  Geology  main  table.  This  is  because  transfers  of  appropriated  funds  from  the  Office  of 
the  Commissioner  of  Higher  Education  (OCHE)  are  lower  than  the  agency  actual  base  expenditures  in  fiscal 
1998.  The  agency  spent  $3,654  of  its  RIT  fund  balance  in  fiscal  1998.  The  additional  expenditure  is  assumed  for 
each  year  of  the  2001  biennium,  drawing  down  the  estimated  fiscal  1999  fund  balance  of  $48,167  by  an  additional 
$7,308.  The  executive  includes  the  lower  transfer  base,  then  increases  the  total  approved  present  law  adjustments 
to  compensate.  The  total  budget  is  not  affected,  but  the  present  law  adjustments  in  the  Distribution  Program 
table  do  not  tie  to  the  actual  present  law  requests  by  the  amount  of  the  base  difference. 

LFD  Issue  2  -  As  shown  in  Table  30,  the 
executive  total  budget  for  each  year  of  the 
2001  biennium  is  lower  than  the  agency 
budget  by  $59,000.  This  difference  occurs 
because  the  Executive  Budget  tables  include 
only  general  fund  and  RIT  funds,  instead  of 
the  total  current  unrestricted  budget.  The 
executive:  1)  reduces  the  present  law 
adjustments  by  the  amount  of  anticipated 
present  law  adjustments  for  sales  income  in 
this  agency;  and  2)  includes  the  total  $59,000 
sales  budget  in  the  language  appropriation,  as 
noted  below.  Therefore,  the  total  current 
unrestricted  budget  is  appropriated  by  the 
legislature,  but  the  present  law  adjustments 
in  the  Distribution  Program  table  do  not  tie  to 
the  actual  present  law  requests  by  the  amount 
of  sales  revenue  adjustments. 


Table  30 

Bureau  of  Mines  and  Geology 
Base  &  Present  Law  Expenditure  &  Funding  Reconciliation* 

Fiscal  2000 

Fiscal  2001 

Agency  Present  Law  Base 
Funds  Appropnated  in  Language 
Exec  Expended  Over  Transfer  Adjustment 
Executive  Base 

$1,855,213 

(34,477) 

(3.6541 

1,817,082 

$1,855,213 

(34.477) 

(3  6541 

1,817.082 

Agency  Present  Law  Adjustment 
Exec.  PL  Adjustment  for  Base  Differences 
Exec  PL  Adjustment  for  Sales  Revenue 
Executive  PL  Base  Adjustments 

252,737 

3,654 

(2iL523i 

231,868 

250,144 

3.654 

(24^22) 

229,275 

Total  Agency  Present  Law  Budget 
Executive  Sales  Appropriated  in  Language 
Total  Executive  General  Fund  Budget 

2,107,950 

(59J222) 

$2,048,950 

2,105,357 

(59  0001 
$2,046,357 

'Numbers  may  not  add  due  to  rounding 

Language 

"Proprietary  revenue  of  $59,000  each  year  of  the  biennium  is  appropriated  to  the  Bureau  of  Mines  and  Geology  for 
current  unrestricted  operating  expenses.  This  amount  is  in  addition  to  that  shown  in  item ." 
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Agency  Proposed  Budget 

Base 

Budget 

Fiscal  1998 

PL  Base 

Adjustment 
Fiscal  2000 

New 
Proposals 
Fiscal  2000 

Total 
Exec.  Budget 
Fiscal  2000 

PL  Base 

Adjustment 
Fiscal  2001 

New 
Proposals 
Fiscal  2001 

Total 
Exec  Budget 
Fiscal  2001 

Total 
Exec.  Budget 
Fiscal  00-01 

Budget  Item 

FTE 

5.17 

00 

00 

5.17 

.00 

.00 

5.17 

517 

Personal  Services 
Operating  Expenses 
Equipment 

223,681 

24,860 
24,773 

17,773 

2,234 

0 

0 
0 
0 

241,454 
27,094 
24,773 

16,994 

2,192 

0 

0 
0 
0 

240,675 
27,052 
24,773 

482,129 
54,146 
49,546 

Total  Costs 

$273,314 

$20,007 

$0 

$293,321 

$19,186 

$0 

$292,500 

$585,821 

General  Fund 
Interest  Revenue 

273,314 

16,000 
4,097 

0 

289,224 
4,097 

15,089 
4,097 

0 

288,403 
4,097 

577,627 
8,194 

Total  Funds 

$273,314 

$20,007 

$0 

$293,321 

$19,186 

$0 

$292,500 

$585,821 

Program  Description 

The  Fire  Services  Training  School,  authorized  in  20-31-102,  MCA,  and  located  at  the  Great  Falls  vocational-technical 
center,  organizes,  supervises,  and  coordinates  training  and  education  for  state  fire  services  personnel  in  accordance  with 
local  needs  and  the  standards  established  by  the  Board  of  Regents.  The  school:  1)  administers  and  maintains  a  resource 
center  for  use  by  localities;  2)  provides  regional,  local,  and  statewide  training  programs  for  fire  services  personnel;  3) 
develops  courses  and  training  materials;  4)  maintains  a  network  of  unsalaried  field  instructors;  and  5)  offers  a  fire 
services  professional  certification  program.  The  school  is  attached  to  the  Montana  Extension  Service  for  administrative 
purposes. 

Funding 

The  program  is  funded  from:  1)  general  fund  and  interest  paid  into  the  current  unrestricted  fund;  and  2)  a  non- 
appropriated current  designated  fund,  which  receives  income  from  charges  for  training,  testing,  and  information.  The 
Executive  Budget  proposes  appropriating:  1)  the  general  fund  to  the  Office  of  the  Commissioner  of  Higher  Education 
(OCHE)  for  disbursement  to  the  Fire  Services  Training  School;  and  2)  the  interest  in  language  because  those  funds  are 
collected  directly  by  the  higher  education  agencies  and  do  not  go  through  the  state  treasury. 

In  the  university  accounting  system,  a  current  designated  fund  is  a  revolving  fund  that  receives  funds  from  a  specific 
source  for  the  provision  of  a  specific  service.  While  the  Fire  Services  Training  School  charges  are  not  appropriated  by 
dollar  amount  in  HB  2,  they  are  paid  into  a  revolving  fund  and  are  appropriated  by  the  legislature  in  language,  which 
states...  "all  funds... (not  otherwise  appropriated  by  the  legislature)... are  appropriated  contingent  on  approval  of  the 
comprehensive  program  budget  by  the  Board  of  Regents  by  October  1  of  each  year."  If  the  Fire  Services  Training 
School  charges  to  firefighters  are  considered  tuition,  they  would  not  be  impacted  by  the  provisions  of  CI-75. 
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Present  Law  Adjustments 

Fiscal  2000 
FTE 

Fiscal  2000 
General 

Fiscal  2000 
Total 

Fiscal  2001 
FTE 

Fiscal  2001 
General 

Fiscal  2001 
Total 

Present  Law  Description 

Fund 

Funds 

Fund 

Funds 

Statewide  Present  Law 

Personal  Services 
Inflation/Deflation 

17,773 
316 

17,773 
316 

16,994 
316 

16,994 
316 

Fixed  Costs 

(1,132) 

(1,132) 

(1,174) 

(1,174) 

Total  Statewide  Adjustments 

16,957 

16,957 

16,136 

16,136 

Present  Law  Adjustments 

1        FSTS  Accreditation 

.00 

3,050 

3,050 

.00 

3,050 

3,050 

Total  PL  Adjustments 

.00 

3,050 

3,050 

.00 

3,050 

3,050 

Present  Law  Adjustments  Total 

.00 

$20,007 

$20,007 

00 

$19,186 

$19,186 

Present  Law  Adjustment 

The  table  above  shows  the  primary  changes  to  the  adjusted  base  budget  included  in  the  executive  present  law.  Statewide 
adjustments  are  standard  categories  of  adjustments  made  to  all  agencies  and  legislative  decisions  on  these  items  will  be 
applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative  descriptions. 
No  vacancy  savings  are  applied  in  this  agency. 


DP  1  -  FSTS  Accreditation  -  The  Fire  Services  Training  School  is  accredited  by  two  entities:  The  International  Fire 
Service  Accreditation  Congress  (IFSAC)  and  the  National  Board  on  Fire  Service  Professional  Qualifications  (Pro- 
Board). 


Table  31 
Charges  for  Accreditation  Site  Visits 
and  Firefighter  Certification  Fees 


FY  2000 

FY  2001 

IFSAC 

Site  Visit 

$0 

$2,000 

Fees 

750 

750 

Pro-Board 

Site  Visit 

2,000 

0 

Fees 

300 

300 

Total 

$3,050 

$3,050 

As  shown  in  Table  31,  each  accreditation  entity  is  expected  to  visit 
the  site  during  the  2001  biennium.  IFSAC  added  a  $750  fee  to  their 
regular  charge,  which  was  just  under  $2,000  for  their  last  visit  in 
fiscal  1995.  The  Pro-Board  changed  its  policy  and  started  requiring 
fees  in  fiscal  1997  and  will  charge  for  the  fiscal  2000  site  visit. 

LFD  Issue  1  -  Documentation  indicated  that  the  agency  has  not 
requested  general  fund  for  certification  fees  in  the  past. 
Therefore,  the  entire  certification  cost  for  site  visits  and  the 
$750  additional  IFSAC  fee  should  have  been  included  as  a  new 
proposal,  rather  than  a  present  law  adjustment. 


The  Pro-Board  fees  of  $300  each  year  were  paid 
during  all  of  Fiscal  1998.  As  a  result,  those  fees  are 
either  already  in  the  general  fund  base  budget,  or 
they  were  paid  from  the  fees  charged  firefighters. 
In  either  case,  another  adjustment  appears 
duplicative. 

LFD  Issue  2  -  As  shown  in  Table  32,  the  Executive 
Budget  base  differs  from  the  agency  expenditure 
base  shown  in  the  Fire  Services  Training  School 
main  table.  This  is  because  transfers  of 
appropriated  general  fund  from  the  OCHE  exceed 
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Table  32 

Fire  Services  Training  School 

Base  &  Present  Law  Expenditure  &  Funding  Reconciliation 

Fiscal  2000 

Fiscal  2001 

Agency  Present  Law  Base 
Exec  Unexpended  Transfer  Adjustment 
Executive  Base 

$273,314 

3QQ 

273,614 

$273,314 
273.614 

Agency  Present  Law  Adjustment 
Exec.  PL  Adjustment  for  Base  Differences 
Exec.  PL  Adjustment  for  Other  Revenue 
Executive  PL  Base  Adjustments 

20.007 

(300) 

(4.097) 

15.610 

19.186 

(300) 

f4.097) 

14,789 

Total  Agency  Present  Law  Budget 
Executive  Interest  Appropriated  in  Language 
Total  Executive  General  Fund  Budget 

293.321 

(4  097) 

$289,224 

292,500 

(4.0971 

$288,403 
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the  agency  actual  base  expenditures  in  fiscal  1998  by  $300.  The  agency  carried  the  unused  general  fund,  as  well 
as  interest  of  $4,097,  forward  into  fiscal  1999.  The  executive  includes  the  higher  transfer  base,  then  reduces  the 
total  approved  present  law  adjustments  to  compensate.  The  total  budget  is  not  affected,  but  the  present  law 
adjustments  in  the  Distribution  Program  table  do  not  tie  to  the  actual  present  law  requests  by  the  amount  of  the 
base  difference. 

LFD  Issue  3  -  As  shown  in  Table  32,  the  executive  total  budget  for  each  year  of  the  2001  biennium  is  lower  than 
the  agency  budget  by  $4,097.  This  difference  occurs  because  the  Executive  Budget  tables  include  only  general 
fund,  instead  of  the  total  current  unrestricted  budget.  The  executive  reduces  the  general  fund  present  law 
adjustments  by  the  amount  of  anticipated  interest  income  for  this  agency  and  includes  the  difference  in  the 
language  appropriation,  as  noted  below.  Therefore,  the  total  current  unrestricted  budget  is  appropriated  by  the 
legislature,  but  the  present  law  adjustments  in  the  Distribution  Program  table  do  not  tie  to  the  actual  present  law 
requests  by  the  amount  of  estimated  interest. 

Language 

"Proprietary  revenue  of  $59,000  each  year  of  the  biennium  is  appropriated  to  the  Bureau  of  Mines  and 
Geology  for  current  unrestricted  operating  expenses.  This  amount  is  in  addition  to  that  shown  in  item ." 
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Long-Range  Building  Program 


In  1963,  the  legislature  enacted  the  Long- Range  Building  Program  (LRBP)  to  provide  funding  for  construction, 
alteration,  repair,  and  maintenance  of  state-owned  buildings  and  grounds.  The  program  was  developed  in  order  to 
present  a  single,  comprehensive,  and  prioritized  plan  for  allocating  the  state's  resources  for  the  purpose  of  capital 
construction  and  repair  of  state-owned  facilities.  Historically,  the  LRBP  has  been  funded  with  a  combination  of  cash 
accounts  and  bonding.  The  various  types  of  cash  accounts  include  state  and  federal  special  revenue  funds,  miscellaneous 
other  funds  (such  as  private  and  auxiliary),  and  the  capital  projects  fund. 


Table  1 
Capital  Projects  Appropriated  by  Biennium 

(In  Millions) 


Biennium 


1983 
1985 
1987 
1989 
1991 
1993 
1995 
1997 — 
1999 
2001  (Est.; 


Capital 

Projects 

G.O. 

Other 

Total 

Fund 

Bonds 

Funds 

Projects 

$11,700 

$35,834 

$12,761 

$60,295 

10.870 

39.335 

15.693 

65.898 

10.518 

8.550 

19.203 

38.271 

6.247 

0.000 

11.440 

17.687 

7.515 

3.823 

21.529 

32.866 

8.382 

48.605  * 

71.820 

128.807 

5.719   ** 

6.460 

30.898 

43.077 

7.835 

41.865 

141.191 

190.891 

9.160 

43.319 

69.164 

121.643 

7.000 

35.235 

100.344 

142.579 

*  The  1993  legislature  reduced  the  prison  expansion  by  $12.7  million. 

"The  amount  shown  in  the  table  contains  $2.6  million  of  general  fund.  HB  46  from  the  1993 
session  diverts  cigarette  tax  revenues  from  the  capital  projects  fund  to  a  state  special 
revenue  fund  for  the  operation  of  veterans'  homes.  This  $2.6  million  reduction  in  the  capital 
projects  fund  was  offset  by  an  appropriation  from  the  general  fund. 

***Other  funds  include  non-general  fund  sources  such  as  state  and  federal  special  revenue 
funds,  private  contributions,  and  miscellaneous  "other"  funds. 

****This  does  not  include  the  $3.5  million  general  fund  appropriation  to  OPI  for  state  advances 
and  reimbursements  for  school  facilities  (HB  5). 

NOTE:  The  amounts  provided  for  the  2001  biennium  are  based  on  the  Governor's  Budget 
Recommendation.  The  total  for  "othr  funds"  includes  a  $6.0  million  general  fund  appropriation 
Capitol  Restoration. 
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The  1997  legislature  appropriated  $121.6  million  for  capital  projects  in  the  1999  biennium,  resulting  in  one  of  the  largest 
building  programs  ever  approved.  Of  this  amount,  $43.3  million  in  projects  were  authorized  to  be  funded  with  bonding 
while  $78.3  million  were  to  be  funded  with  cash. 

Table  1  shows  a  history  of  capital  project  appropriations  for  each  biennium  since  1983.  The  information  provided  for  the 
2001  biennium  is  based  on  the  Executive  Budget  recommendations. 

Executive  Recommendation 

The  executive  request  for  the  Long-Range  Building  Program  totals  $142.6  million  for  the  2001  biennium.  If  approved, 
LRBP  appropriations  for  the  next  biennium  would  represent  the  second  largest  program  ever  approved  by  the  legislature. 
Of  the  amount  requested,  $35.2  million  is  to  be  funded  with  the  issuance  of  G.O.  bonds.  The  remaining  $107.3  million 
to  be  funded  with  cash  includes: 

$7.0  million  capital  projects  funding 
$6.0  million  general  fund 
$20.9  million  state  special  revenue 
$26.1  million  federal  special  revenue 
$47.3  million  "other"  funds 

Table  2  shows  the  projects  recommended  by  the  executive  to  be  funded  with  cash.  These  projects  will  be  requested  in 
House  Bill  (HB)  5.  Table  3  shows  the  projects  to  be  funded  with  bonding,  which  will  be  requested  in  HB  14.  There  are 
five  projects  that  include  both  cash  and  bonding,  as  indicated  with  an  asterisk.  They  include: 

1.  Department  of  Corrections  -  Expansion  of  the  Women's  Prison:    $2.9  million  bonding  and  $6.5  million 
federal  special  revenue. 

2.  Department  of  Corrections  -  Construction  of  a  Reception  Unit  at  Montana  State  Prison:     $0.6  million 
bonding  and  $5.5  million  federal  special  revenue. 

3.  Department  of  Military  Affairs  -  Construction  of  a  New  Armory  at  Kalispell:  $1.9  million  bonding  and  $4.8 
million  federal  special  revenue. 

4.  Department  of  Military  Affairs  -  Construction  of  a  New  Armory  at  Bozeman:  $2.5  million  bonding  and  $6.2 
million  federal  special  revenue. 

5.  University  of  Montana,  Dillon  -  Rural  Technology  Education  Center:  $4.0  million  bonding  and  $1 .2  million 
other  funds. 
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Table  2 

Long-Range  Building  Prog 

ram 

Executive  Recommendation  -  Cash  Projects 

2001  Biennium 

Note:  Projects  with  an  Asterik  (*)  are  also  funded  with 

bondgin  (see  Table  3). 

AGENCY  NAME 

& 

GENERAL 

STATE 

FEDERAL 

OTHER 

PROJECT  RANK 

PROJECT 

L.R.B.P.              FUND 

SPECIAL 

SPECIAL 

FUNDS 

TOTAL 

DEPARTMENT  OF  ADMINISTRATION 

3 

STATEWIDE  HEALTH  &  SAFETY  PROJECTS 

550.000 

250,000 

800,000 

5 

HAZARDOUS  MATERIAL  REMEDIATION 

300,000 

300.000 

11 

ROOF  REPLACEMENTS  OR  REPAIRS,  OTHER 
AGENCIES 

396,000 

396.000 

15 

FACILITY  ASSESSMENTS  STATEWIDE 

Stabilization  of  old  governors  mansion 

MSU  Billings  circulation 

COT  Billings  Expansion 

Chemistry,  UM 

Spruce  Cottage  stabilzation.  MLEA 

Electrical  Distribution  Systems 

industrial  Tech  Metals  Building  Exterior  Walls,  WMC 

300.000 

50.000 

100.000 

50.000 

500.000 

16 

CAPITOL  RENOVATION 

6,000.000 

1.000,000 

7.000,000 

20 

RENOVATE  HAYNES  GALLERY  AREA, 
HISTORICAL  SOCIETY 

1.000.000 

1.000.000 

DEPARTMENT  OF  ADMINISTRATION 

SUBTOTALS 

J1.546.000       $6,000,000 

$1,050,000 

$100,000 

$1,300,000 

$9,996,000 

DEPARTMENT  OF  CORRECTIONS 

49' 

EXPAND  WOMEN'S  PRISON.  WCC 

6,475,000 

6,475,000 

SI' 

CONSTRUCT  RECEPTION  UNIT,  MSP 

5,500.000 

5.500.000 

DEPARTMENT  OF  CORRECTIONS 

SUBTOTALS 

$0                      $0 

so 

$11,975,000 

$0 

$11,975,000 

DEPARTMENT  OF  FISH,  WILDLIFE  &  PARKS 

31 

BLUEWATER  HATCHERY  RENOVATIONS.  FWP 

200.000 

200.000 

32 

STATE  PARKS  ROADS.  FWP 

1.500.000 

1,500.000 

33 

FUTURE  FISHERIES  IMPROVEMENTS,  FWP 

1.470.000 

1,470.000 

34 

HABITAT  MONTANA,  FWP 

4.375,000 

4.375.000 

35 

CULTURAL  AND  HISTORIC  PARKS,  FWP 

1.100,000 

1.100.000 

36 

WILDLIFE  HABITAT  MAINTENANCE,  FWP 

825,000 

825.000 

37 

STATEWIDE  HATCHERY  MAINTENANCE.  FWP 

400.000 

400,000 

38 

ADMINISTRATIVE  FACILITIES 
REPAIRS/MAINTENANCE,  FWP 

829.650 

829,650 

39 

MOTOR  BOAT  RECREATION  PARKS,  FWP 

1.355.000 

825,000 

2,180.000 

40 

LEWIS  AND  CLARK  BICENTENNIAL,  FWP 

275.000 

275.000 

41 

CAPITOL  LANDSCAPE  IRRIGATION.  FWP 

225.000 

225.000 

42 

FISHING  ACCESS  SITE  PROTECTION,  FWP 

700.000 

700.000 

43 

FISHING  ACCESS  SITE  ACQUISITION.  FWP 

630,000 

630.000 

44 

WATERFOWL  STAMP  PROGRAM.  FWP 

263,000 

263.000 

45 

BIGHORN  SHEEP,  FWP 

425,000 

425.000 

DEPARTMENT  OF  FISH,  WILDIFE  &  PARKS 

SUBTOTALS 

SO                      $0 

S14.347.650 

$825,000 

$225,000 

$15,397,650 

DEPARTMENT  OF  MILITARY  AFFAIRS 

27 

FEDERAL  SPENDING  AUTHORITY 

800,000 

800,000 

28 

WASHRACK  WASTE  MITIGATION  STATEWIDE 

200.000 

200,000 

29 

SECONDARY  CONTAINMENT  STRUCTURES 

300.000 

300,000 

30 

CONSTRUCT  EASTERN  MONTANA  VETS  CEMETARY 

100.000 

100.000 

200.000 

56" 

CONSTRUCT  NEW  ARMORY  -  KALISPELL 

4.800,000 

4.80O.O00 

57' 

CONSTRUCT  NEW  ARMORY  -  BOZEMAN 

6.150,000 

6.150.000 

DEPARTMENT  OF  MILITARY  AFFAIRS 

SUBTOTALS 

so              so 

$100,000 

$12,350,000 

$0 

$12,450,000 
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Table  2  (Cont.) 

Long-Range  Building  Program 

Executive  Recommendation  -  Cash  Projects 

2001  Biennium 

Note:  Projects  with  an  asterik  (*)  are  also  to  be  funded  with  bonding  (see 

Table  3) 

AGENCY  NAME 

& 

GENERAL 

STATE 

FEDERAL 

OTHER 

PROJECT  RANK 

PROJECT 

L.R.B.P. 

FUND 

SPECIAL 

SPECIAL 

FUNDS 

TOTAL 

MONTANA  UNIVERSITY  SYSTEM 

10 

ROOF  REPLACEMENT  OR  REPAIRS. 
UNIVERSITY  SYSTEM 

1,506,000 

1,506,000 

University  of  Montana 

2 

SPRINKLE  LIBRARY,  UM-MISSOULA 

657,000 

657.000 

4 

VENTILATE  AND  UPGRADE  FINE  ARTS  BUILDING 
UM-MISSOULA 

450,000 

450.000 

6 

BOILER  UPGRADE  AND  VENTILATION,  UM-TECH 

280,000 

120,000 

400,000 

8 

REPLACE  STEAM  DISTRIBUTION  PIPING. 
UM-WESTERN 

800,000 

400,000 

1,200,000 

9 

UPGRADE  BOILER  CONTROLS,  UM-MISSOULA 

125.000 

100,000 

225,000 

12 

MAINTAIN  MAIN  HALL  EXTERIOR.  UM-DILLON 

225,000 

225,000 

21 

GENERAL  SPENDING  AUTHORITY,  UM 

3,500,000 

3,500,000 

22 

ADDITION  TO  PAXSON  GALLERY,  UM-MISSOULA 

2,500,000 

2.500,000 

23 

CONSTRUCT  NON-DENOMINATIONAL  CHAPEL 
UM-BUTTE 

1,500,000 

1,500,000 

24 

FORESTRY/JOURNALISM  ADDITION  UM-MISSOULA 

10,000,000 

10,000,000 

25 

NATIVE  AMERICAN  STUDY  CENTER,  UM-MISSOULA 

3,500,000 

3,500.000 

26 

LIFE  SCIENCES  BUILDING,  UM-MISSOULA 

23,000,000 

23,000.000 

54* 

RURAL  TECHNOLOGY  ED  CENTER,  UM-DILLON 

1,200,000 

1,200.000 

Montana  State  I 

nlverslty 

0 

7 

MAINTAIN  HVAC  SYSTEMS,  MSU  BILLINGS  AND 
COT  BILLINGS 

500.000 

500,000 

13 

RENOVATE  COWAN  HALL,  MSU  NORTHERN 

MONTANA  UNIVERSITY  SYSTEM 

486.000 

486,000 

SUBTOTALS 

$6,029,000 

$0 

$0 

$0 

$46,820,000 

$50,849,000 

DEPARTMENT  OF  NATURAL  RESOURCES  &  CONSERVATION 

14 

LINCOLN  NIT  OFFICE/QUARTERS  &  CLEARWATER 

EGRESS,  DNRC 
DEPARTMENT  OF  NATURAL  RESOURCES  &  CONSERVATION 

125.000 

125.000 

SUBTOTALS 

S  125,000 

$0 

$0 

$0 

$0 

$125,000 

DEPARTMENT  OF  PUBLIC  HEALTH  &  HUMAN  SERVICES 

1 

SPRINKLE  MONTANA  MENTAL  HEALTH  NURSING 
CARE  CENTER 

300,000 

300.000 

46 

CONSTRUCT  SPECIAL  CARE  UNIT. 

MONTANA  VETERANS'  HOME 

463,100 

860,000 

1,323.100 

47 

IMPROVE  EASTERN  MONTANA  VETERANS'  HOME 

290,250 

290.250 

48                  IMPROVE  MONTANA  VETERANS'  HOME 

DEPARTMENT  OF  PUBLIC  HEALTH  &  HUMAN  SERVICES 

187,530 

187,530 

SUBTOTALS 

$300,000 

$0 

$940,880 

$860,000 

$0 

$2,100,880 

DEPARTMENT  OF  TRANSPORTATION 

0 

17 

CONSTRUCT  EQUIPMENT  STORAGE  BUILDINGS 
STATEWIDE 

2,100,000 

2,100.000 

18 

CONSTRUCT  CORE  DRILLING  BUILDING,  HELENA 

1,000,000 

1 ,000.000 

19 

STATEWIDE  MINOR  MAINTENANCE  AND 
IMPROVEMENTS 

DEPARTMENT  OF  TRANSPORTATION 

1,350,000 

1,350.000 

0 

SUBTOTAL 

$0 

$0 

$4,450,000 

$0 

$0 

$4,450,000 

TOTAL  CASH  PROJECTS  RECOMMENDED 

$7,000,000 

$6,000,000 

$20,888,530 

$26,110,000 

$47,345,000 

$107,343,530 
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Table  3 

Long-Range  Building  Program 

Executive  Recommendation  -  Bonded  Projects 

2000- 2001  BIENN1UM 

Note:  Projects  with  an  asterisk  (*)  are  also  to  be  funded  with  cash  (see  Table  2 

>■ 

AGENCY  NAME 

&                                                         PROJECT 

BONDING 

PROJECT  RANK 

DEPARTMENT  OF  CORRECTIONS 

49*                 EXPAND  WOMEN'S  PRISON,  WCC 

2,900,000 

50                   COMPLETE  PINE  HILLS  YOUTH  CORRECTIONAL  FACILITY 

2,225,000 

5 !  *                CONSTRUCT  RECEPTION  UNIT,  MSP 

550,000 

58                   SECURITY  IMPROVEMENTS  &  WALLACE  EXPANSION,  MSP 

3,000,000 

60                  CONSTRUCT  96  CELL  CLOSE  SECURITY  HOUSING  UNIT,  MSP 

5,500,000 

DEPARTMENT  OF  CORRECTIONS  SUB-TOTALS 

$14,175,000 

DEPARTMENT  OF  MILITARY  AFFAIRS 

52                   MONTANA  NATIONAL  GUARD,  VETERANS'  AFFAIRS  AND 

EMERGENCY  OPERATIONS  CENTER 

3,000,000 

56*                 CONSTRUCT  NEW  ARMORY-  KALISPELL,  DMA 

1,900,000 

57*                 CONSTRUCT  NEW  ARMORY-  BOZEMAN.  DMA 

2,500,000 

DEPARTMENT  OF  MILITARY  AFFAIRS  SUB-TOTA 

$7,400,000 

MONTANA  UNIVERSITY  SYSTEM 

University  of  Montana 

54*                RURAL  TECHNOLOGY  ED  CENTER,  UM-DILLON 

3,950,000 

LAB  AND  CLASSROOM  RENOVATIONS,  UM 

2,000,000 

Montana  State  University 

53                   RENOVATE  RENNE  LIBRARY,  MSU-BOZEMAN 

7,500,000 

MONTANA  UNIVERSITY  SYSTEM  SUB-TOTALS 

$13,450,000 

DEPARTMENT  OF  LABOR 

57                   HAVRE  JOB  SERVICE  SUPPLEMENTAL 

210,000 

DEPARTMENT  OF  LABOR  SUB-TOTALS 

$210,000 

TOTAL  BONDED  PROJECTS  REQUESTED 

$35,235,000 
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Capital  Projects  Fund 


Although  the  capital  projects  fund  does  not 
represent  the  largest  portion  of  funding  for 
capital  projects,  the  revenues  allocated  to  this 
fund  represent  the  only  specific  commitment 
of  state  funds  for  maintenance  of  state 
facilities.  Capital  projects  fund  revenues 
include  approximately  1 6  percent  of  cigarette 
tax  revenue,  1 2  percent  of  coal  severance  tax 
revenue,  interest  earnings,  and  supervisory 
fees  paid  to  the  Architecture  and  Engineering 
Division  (A&E). 

The  capital  projects  fund  account  also 
receives  some  funds  from  the  State  Building 
Energy  Conservation  Program.  Through  this 
program,  the  state  issues  general  obligation 
(G.O.)  bonds,  uses  the  bond  proceeds  to  pay 
for  energy  efficiency  improvements,  then 
uses  the  resulting  energy  cost  savings  to  pay 
the  debt  service  on  the  bonds.  The  projects 
are  designed  so  that  the  cost  savings  exceed 
the  bond  debt  service  payments.  Excess 
savings  are  transferred  to  the  Long-Range 
Building  Program. 

Table  4  shows  the  projected  fund  balance  for 
the  capital  projects  fund  for  the  2001 
biennium.  As  shown  in  Table  4,  there  is  an 
estimated  $7.7  million  available  to  fund  cash 
projects  for  fiscal  2000  and  2001. 


Table  4 

Capital  Projects 

Fund 

Fund  Balance  Projection  - 

2001  Biennium 

Estimated  Beginning  Fund  Balance 

$1,677,089 

Revenues 

Cigarette  Tax" 

$4,287,000 

Coal  Severance  Tax* 

7,778,000 

Interest  Earnings 

918,768 

Supervisory  Fees 

682,884 

DEQ  Transfer  -  State  Buildings  Energy  Savings 

347.003 

Total  Revenues 

14.013.655 

Funds  Available 

$15,690,744 

Expenditures 

Operating  Costs  -A&E  Division 

($2,049,220) 

Debt  Service  -  1996D  Issue 

(3,625,650) 

Debt  Service  - 1997  Issues 

(890,554) 

Debt  Service  -  Bonds  Outstanding" 

(1.478.815) 

Total  Expenditures  -  Excluding  Capital  Projects 

(8.044.239) 

Funds  Available  For  Capital  Projects  And/Or  Debt  Service 

$7,646,505 

Funding  Proposals 

Capital  Construction  Program  -  LRBP  Projects  Only 

(7.000.000) 

Estimated  Ending  Fund  Balance 

$646,505 

"Based  on  ROC  estimates 

"Balance  of  the  bonded  program  approved  by  the  54th  Legislature  - 

coal  severance  tax  portion  only. 

LFD  Issue 

Declining  Revenues 

Chart  A  depicts  the  level  of  capital  projects 
funding  for  the  1983  -  2001  biennia.  As  the 
chart  indicates,  funding  has  declined  over  time, 
primarily  due  to  a  decline  in  cigarette 
consumption  and  a  corresponding  decline  in 
tax  revenue.  The  increase  in  funding  from  the 
1995  to  1997  biennium  was  due  primarily  to 
the  allocation  of  coal  severance  tax  revenues  to 
the  LRBP.  Prior  to  the  1995  session,  12 
percent  of  coal  tax  revenues  were  allocated 
temporarily  to  the  highway  reconstruction  trust 
fund.  The  1995  legislature  amended  statute  to 
reallocate  these  coal  tax  funds  to  the  LRBP 
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indefinitely.  Had  this  reallocation  not  occurred,  capital  projects  funding  would  be  significantly  reduced.  However, 
funding  for  the  2001  biennium  is  predicted  to  be  lower  than  the  1999  biennium  primarily  due  to  a  decline  in  estimated 
coal  severance  tax  revenues  as  adopted  by  the  Revenue  Oversight  Committee  (ROC)  in  November  1998. 

Bonded  Program 
LFD  Issue 

Conflicting  Information 

The  Executive  Budget  presents  two  different  estimates  for  the  annual  cost  of  debt  service  that  would  be  incurred  if  all  of 
the  bonded  projects  in  Table  3  were  approved,  making  it  difficult  for  the  legislature  to  determine  the  true  cost  of  debt 
service  budgeted  by  the  executive.  Page  F-l  of  the  Governor's  Executive  Budget,  Fiscal  2000  -  2001  suggests  an  annual 
debt  service  cost  of  $1.96  million  for  LRBP  projects,  while  the  general  fund  balance  sheet  on  page  7  shows  a  cost  of 
$1.49  million  per  fiscal  year,  beginning  in  fiscal  2001.  According  to  discussions  with  Department  of  Administration 
personnel,  the  cost  of  debt  service  for  fiscal  2001  should  be  budgeted  at  $1.96  million. 

LFD  Issue 

Total  Fiscal  Impact 

Annualized  Cost 

Neither  number  provided  in  the  Governor's  Budget  represents  the  total  annual  cost  of  debt  service  that  would  result  from 
an  issue  of  $35.2  million  for  a  20-year  term.  The  initial  phase  for  building  projects  involves  hiring  of  an  architect  who 
then  designs  the  building/project.  G.O.  bonds  for  LRBP  projects  are  not  issued  until  construction  is  ready  to  begin. 
Consequently,  if  the  Governor's  request  for  bonding  is  approved,  the  entire  $35.2  million  would  not  be  bonded 
immediately.  Rather,  one  or  two  bond  issues  may  occur  over  the  next  few  years,  as  funding  becomes  necessary.  At  an 
interest  rate  of  5.25  percent,  total  principal  and  interest  payments  would  equal  $2.9  million  each  fiscal  year  or  $5.8 
million  for  a  full  biennium.  Moreover,  bond  issues  represent  a  long-term  commitment  for  annual  debt  service 
obligations.  Consequently,  when  considering  the  long-term  impact  of  issuing  an  additional  $35.2  million  in  LRBP  debt, 
a  number  of  additional  factors  warrant  legislative  consideration. 

General  Fund  Impact 

As  mentioned  above,  any  new  bonding  for  LRBP  projects  approved  by  the  1999  legislature  will  result  in  an  additional 
cost  to  the  general  fund.  Debt  service  payments  would  be  made  from  the  general  fund  statutory  appropriation  and  they 
would  be  in  addition  to  payments  currently  made  for  outstanding  LRBP  debt  of  nearly  $14.0  million  each  fiscal  year. 
Total  principal  and  interest  costs  for  a  20-year  term  would  be  approximately  $58.0  million  if  the  total  $35.2  million  in 
LRBP  bonding  were  authorized. 

Information  Technology  Proposal 

Although  the  Governor's  LRBP  bonding  proposal  is  not  directly  related  to  the  Governor's  bonding  proposal  for 
information  technology  (IT),  both  would  require  funding  from  the  issuance  of  G.O.  bonds  that  would  be  paid  for  with 
general  fund  monies.  The  executive  is  requesting  authorization  to  issue  $25.0  million  in  G.O.  bonds  to  fund  information 
technology  bonded  projects.  Based  on  an  interest  rate  of  4.25  percent  for  a  10-year  term,  such  an  issue  would  result  in 
$3.1  million  in  new  general  fund  debt  service  (a  shorter-term  bond  results  in  a  lower  interest  rate). 
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Consequently,  the  Governor's  request  for  bonded  programs  could  cost  the  general  fund  as  much  as  $6.0  million  per  fiscal 
year  or  $12.0  million  per  biennium,  over  a  10-year  period,  above  existing  general  fund  debt  service  obligations. 

LFD  Issue 

Job  Service  Office 

The  executive  LRBP  request  includes  authorization  for  $.2  million  in  bonding  to  supplement  a  previous  authorization  for 
the  Job  Service  Office  in  Havre.  Although  the  intent  is  for  the  principal  and  interest  associated  with  the  $.2  million  to  be 
retired  with  federal  funds,  the  $.2  million  would  be  included  in  a  regular  G.O.  bond  issue.  To  exclude  this  amount  from 
the  total  amount  requested  for  bonding  can  be  misleading. 

LFD  Issue 

CI-75 

In  the  past,  G.O.  bonds  were  backed  by  the  full  faith  and  credit  and  taxing  powers  of  the  state.  The  passage  of  CI-75, 
however,  has  raised  some  questions  regarding  the  state's  ability  to  issue  G.O.  bonds  both  in  terms  of  1)  legal  issues,  and 
2)  bond  ratings. 

Legal  Issues 

Current  statutory  language  authorizing  the  issuance  of  LRBP  bonds  states: 

"The  full  faith  and  credit  and  taxing  powers  of  the  state  shall  be  pledged  for  the  payment  of  all  bonds  issued... 
(17-5-402,  MCA)." 

The  state's  bond  counsel  and  the  legislature's  director  of  legal  services  have  both  indicated  that  as  a  result  of  CI-75,  the 
above  language  should  be  amended  since  the  state  can  no  longer  pledge  "unlimited  taxing  powers"  for  the  payment  of 
bonds.  Although  this  issue  is  still  being  reviewed,  some  of  the  options  for  amending  statute  include  either  eliminating 
any  reference  to  "taxing  powers"  or  redefining  them  as  "existing  taxing  powers".  Another  option  would  be  to  seek  voter 
approval  for  issuance  of  G.O.  bonds  to  be  backed  by  unlimited  taxing  power. 

Statute  currently  states  that  authorization  to  issue  G.O.  bonds  requires  a  two-thirds  vote  of  the  members  of  each  house. 
The  Constitution  provides  that  state  debt  may  be  created  when  authorized  by  a  two-thirds  vote  of  the  members  of  each 
house  or  "a  majority  of  the  electors  voting  thereon"  (Article  VIII,  section  8). 

Credit  Issues 

Regardless  of  how  the  legal  issues  related  to  CI-75  and  the  issuance  of  G.O.  bonds  are  resolved,  CI-75  could  have  a 
potential  impact  on  the  state's  G.O.  bond  rating.  The  state's  inability  to  pledge  unlimited  taxing  powers  could  result  in  a 
lower  bond  rating  which  would  likely  reduce  the  marketability  of  G.O.  bonds.  Thus,  if  the  passage  of  CI-75  results  in  a 
lower  bond  rating  for  the  state,  this  would  likely  equate  to  higher  interest  costs.  The  future  impacts  of  CI-75  on  the  cost 
of  issuing  bonds  are  unknown  at  this  time. 
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LFD  Issue 

Capitol  Land  Grant 

Request  to  Over-Appropriate 

Capitol  land  grant  revenue  is  derived  from  certain  trust  lands  designated  in  Section  12  of  the  Enabling  Act.  Capitol  land 
grant  revenue  is  to  be  used  "for  public  buildings  at  the  state  capital  for  construction,  repair,  renovation,  and  other 
permanent  improvements  of  state  buildings."  The  Governor's  Budget  includes  the  use  of  capitol  land  grant  revenue  to 
fund  a  portion  of  the  LRBP.  In  addition,  capitol  land  grant  revenue  has  been  designated  to  fund  debt  service  payments 
on  the  Department  of  Justice  Building  and  the  Capitol  renovation  work  approved  by  the  1995  legislature. 

Table  5  shows  the  executive's  request  for 
expenditures  from  capitol  land  grant  revenue 
compared  to  the  projected  revenues  available 
for  fiscal  2000  and  2001.  Because 
appropriations  for  the  1999  biennium  exceed 
the  projected  revenues,  a  beginning  balance  of 
$0  is  incorporated.  As  Table  5  shows,  the 
executive  request  for  capitol  land  grant 
funding  exceeds  the  revenue  estimates 
adopted  by  ROC.  Based  on  ROC  revenue 
estimates,  approval  of  the  Governor's  request 
for  use  of  capitol  land  grant  funds  would 
result  in  a  deficit  of  $.4  million  for  the  2001 
biennium. 

LFD  Issue 

Capitol  Land  Grant 

Proposed  Use  of  Trust  Land  Revenue 

Legislation  has  been  drafted  at  the  request  of 
the  Governor  (LC0126)  that  would  implement  a  new  proposal  regarding  the  use  of  trust  land  revenues  to  fund 
administrative  costs  for  the  Trust  Land  Management  Division  at  the  Department  of  Natural  Resources  and  Conservation. 
The  executive  proposes  to  replace  general  fund  with  revenues  from  a  number  of  trust  lands,  including  the  lands 
designated  as  capitol  land  grant  areas.  Revenues  from  trust  lands  include  categories  such  as  mineral  royalties  and  timber 
sale  revenue.  This  proposal  raises  two  areas  of  concern: 


Table  5 

Capitol  Land  Grant  Revenue  And  Expenditures 

Projections 

For  Fiscal  2000  -  2001 

FY  2000 

FY  2001 

Beginning  Balance 

$0 

($188,288) 

Estimated  Revenue* 

$928,000 

$894,000 

ExDenditures 

Justice  Bldg  Debt  Service 

($86,099) 

($85,708) 

Capitol  Renovation  Debt  Service 

(417,689) 

(414,493) 

FWP  Capitol  Complex  Irrigation 

(112,500) 

(112,500) 

Capitol  Renovation  Project 

(500.000) 

(500,000) 

Total  Expenditures 

($1,116,288) 

($1,112,701) 

Ending  Balance 

($188,288) 

($406,989) 

'Estimates  are  based  on  assumptions  adopted  by  ROC. 

1 .  Impact  on  proposed  capitol  land  grant  appropriations  -  If  the  executive  proposal  to  use  capitol  land  grant 
revenues  were  adopted,  it  would  limit  the  amount  of  revenue  available  to  fund  the  debt  service  and  capital 
project  expenditures  presented  in  Table  5.  The  Executive  Budget  provides  no  information  regarding  this 
proposed  reallocation  of  capitol  land  grant  revenues;  thus  it  does  not  address  the  impact  on  the  other 
proposed  expenditures  of  these  funds. 

2.  Constitutional  Violation  -  Lands  designated  for  capitol  land  grant  purposes  are  provided  for  in  Section  12  of 
the  Enabling  Act.  Specifically,  Section  12  states  that  revenues  from  these  lands  are  to  be  used  for  expenses 
associated  with  ". .  .public  buildings  at  the  capital. . ."  Moreover,  Article  I  of  the  state  Constitution  states  that 
"All  provisions  of  the  enabling  act  of  Congress  ...  continue  in  full  force  and  effect  until  revoked  by  the 
consent  of  the  United  States  and  the  people  of  Montana."    In  other  words,  to  expend  capitol  land  grants 
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funds  for  any  purpose  other  than  to  fund  capital  projects  on  the  Capitol  Complex  may  be  a  direct  violation  of 
the  Enabling  Act  and,  therefore,  a  violation  of  the  state  Constitution. 

For  additional  information  regarding  the  executive  proposal  to  reallocate  trust  land  revenues,  refer  to  Section  C  of 
Volume  II  of  the  LFD  Budget  Analysis,  under  the  Department  of  Natural  Resources  and  Conservation  section. 

Department  of  Corrections 

LFD  Issue 

Federal  Funding 

The  1997  legislature  authorized  two  major  LRBP  projects  for  correctional  facilities  to  be  funded  with  a  combination  of 
federal  funds  and  bonding:  1)  a  regional  correctional  facility  in  Missoula,  and  2)  construction  of  two  96-bed  units  at 
Montana  State  Prison  (MSP)  in  Deer  Lodge.  Construction  of  the  Missoula  facility  is  underway  and  the  federal  funds 
have  been  received  by  the  state.  However,  the  status  of  the  two  96-bed  units  has  changed  and  will  be  impacted  by  two 
new  Department  of  Corrections'  project  requests  involving  a  combination  of  bonding  and  federal  funds:  1)  expansion  of 
the  Women's  Prison  in  Billings,  and  2)  construction  of  a  160-bed  reception  unit  at  MSP.  In  addition,  the  Department  is 
requesting  new  authorization  for  construction  of  a  96-cell  housing  unit  to  be  funded  with  bond  proceeds. 

The  relationship  between  the  projects  authorized  by  the  1997  legislature  involving  the  use  of  federal  funds  and  the 
proposed  projects  for  the  2001  biennium  is  unclear.  The  Department  told  the  1997  legislature  the  state  would  be 
receiving  a  federal  grant  that  could  be  used  to  fund  the  construction  of  three  regional  correctional  facilities.  When  the 
1997  legislature  opted  to  only  approve  one  regional  facility,  the  Department  asked  the  legislature  for  authorization  to 
instead  use  the  federal  funds  for  construction  of  two  96-bed  units  at  MSP.  However,  this  meant  the  state  would  be 
asking  the  federal  Department  of  Justice  (DOJ)  for  authorization  to  use  the  federal  grant  monies  for  housing  units  at  MSP 
rather  than  the  original  purpose  of  constructing  regional  correctional  facilities.  Consequently,  there  was  no  guarantee  the 
DOJ  would  agree.  The  1997  legislature,  however,  voted  to  approve  the  construction  of  MSP  housing  units  contingent  on 
the  availability  of  federal  funding. 

The  Department  of  Corrections  is  now  asking  the  legislature  to  approve  use  of  federal  funds  for  two  entirely  new 
purposes,  as  mentioned  above.  In  order  to  ascertain  the  relationship  between  the  use  of  federal  funds  previously 
authorized  with  the  Department's  requests  for  the  2001  biennium,  the  1999  legislature  may  wish  to  ask  the  Department 
the  following  questions: 

1.  Are  the  federal  funds  proposed  for  expansion  of  the  Women's  Prison  in  Billings  the  same  federal  funds  that 
were  authorized  by  the  1997  legislature  for  construction  of  housing  units  at  MSP?  If  so,  what  level  of 
certainty  does  the  state  have  that  the  DOJ  will  approve  the  use  of  those  funds  for  an  entirely  different 
purpose  than  was  initially  authorized  (regional  correctional  facilities)?  If  not,  what  level  of  guarantee  does 
the  state  have  of  receiving  the  federal  funds? 

2.  Or,  are  the  federal  funds  proposed  for  construction  of  a  new  160-bed  reception  unit  at  MSP  the  same  federal 
funds  that  were  authorized  by  the  1997  legislature  for  construction  of  housing  units  at  MSP?  If  so,  what 
level  of  certainty  does  the  state  have  that  the  DOJ  will  approve  the  use  of  those  funds  for  an  entirely  different 
purpose  than  was  initially  authorized  (regional  correctional  facilities)?  If  not,  what  level  of  guarantee  does 
the  state  have  of  receiving  the  federal  funds? 

The  total  cost  of  the  reception  unit  is  estimated  to  be  $6.1  million.  Of  that  amount,  $5.5  million  is  to  be  funded  with 
federal  funds  and  $.6  is  to  be  paid  for  with  bond  proceeds.  Because  of  the  uncertainties  associated  with  the  federal 
funds,  HB  14  contains  language  authorizing  the  issuance  of  additional  bonding  if  the  federal  funds  are  not  appropriated. 
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Consequently,  approval  of  this  language  could  result  in  a  total  bonded  program  for  the  2001  biennium  of  $40.7  million, 
rather  than  the  $35.2  million  shown  in  Table  3.  Moreover,  an  additional  $5.5  million  in  bonding  would  result  in 
additional  debt  service  obligations  of  $.5  million  per  year  for  20  years. 

LFD  Issue 

Contingency  Language 

As  mentioned  above,  the  Governor's  LRBP  proposal  includes  authorization  for  construction  of  a  96-cell  unit  at  MSP  to 
be  funded  with  $5.5  million  in  bonding.  However,  the  executive  has  included  language  in  the  introduced  version  of  HB 
14  that  makes  authorization  of  this  project  contingent  on  a  certain  fiscal  year  end  2000  adult  male  institutional 
population.  As  with  the  contingency  language  included  for  the  reception  unit  project,  this  language  adds  uncertainty  to 
the  total  amount  of  bonds  to  be  issued  and  the  associated  debt  service  obligations. 

There  is  similar  contingency  language  being  requested  by  the  executive  in  the  Department  of  Corrections'  operating 
budget.  The  proposed  budget  is  based  on  a  certain  level  of  adult  male  population.  However,  the  Department  is 
requesting  language  in  HB  2  allowing  them  to  request  a  supplemental  to  expand  its  contract  bed  capacity  for  the  200 1 
biennium.  The  proposed  trigger  point  for  both  the  supplemental  request  and  the  construction  of  the  96-cell  unit  are  the 
same.  Until  that  point  is  reached,  any  housing  of  prisoners  that  cannot  be  accommodated  within  existing  state  facilities 
would  be  addressed  through  contracts  with  private  prisons. 

LFD  Issue 

Xanthopoulus  Building 

The  1997  legislature  authorized  a  $.6  million  project  at  the  Xanthopoulus  Building  (X  Building)  to  be  funded  with 
capital  projects  funding.  The  approved  project  was  contingent  on  the  construction  of  a  new  Montana  State  Hospital,  and 
included  upgrades  to  the  facility  that  were  designed  to  enhance  security.  Authorization  by  the  legislature  was  granted 
with  the  intent  that  special  needs  prisoners  from  MSP  would  be  housed  at  the  X  Building  as  soon  as  construction  of  the 
new  state  hospital  was  complete.  The  use  of  the  X  Building  was  incorporated  in  the  Department  of  Corrections'  overall 
population  management  plan. 

Conversely,  the  Department  is  now  proposing  to  eliminate  use  of  the  X  Building  to  house  adult  male  prisoners  on  the 
basis  it  is  not  cost-effective.  As  a  result,  the  Department  of  Corrections  is  suggesting  a  sophisticated  14-year-old 
building  be  left  vacant  while  extensive  new  construction  takes  place  nearby  at  the  MSP  campus.  For  more  detailed 
information  regarding  the  use  of  this  facility,  see  the  Department  of  Corrections  agency  budget  information  found  in 
Section  D  of  this  volume. 

For  more  information  regarding  the  relationship  between  capital  projects  and  the  Department  of  Corrections'  operating 
plan  and  budget,  also  refer  to  Section  D  of  this  volume. 

General  LRBP  Issues 

LFD  Issue 

Deferred  Maintenance 

While  the  level  of  funding  available  for  maintenance  has  declined,  the  amount  of  deferred  maintenance  of  state-owned 
property  is  rapidly  increasing.  The  state  of  Montana  owns  and  is  responsible  for  the  on-going  repair  and  maintenance  of 
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over  3,100  state  buildings  and  facilities.  Requests  made  to  A&E  for  repair,  maintenance,  and  construction  projects 
during  the  2001  biennium  totaled  $437.0  million  with  requests  for  funding  from  the  LRBP  account  in  excess  of  $327.8 
million.  As  shown  in  Table  4  above,  only  $7.7  million  in  cash  is  available  to  meet  this  demand  for  $327.8  million  in 
funding. 

Chart  B  portrays  the  imbalance  between  the  need  for  LRBP  repair  and  maintenance  funds  versus  the  monies  available. 
The  information  presented  is  for  capital 
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projects  funds  and  bonding  only. 

Although  the  executive  proposes  the  use 
of  general  fund  monies  to  fund  Capitol 
Restoration  and  to  pay  debt  service  for 
new  construction,  the  Executive  Budget 
offers  no  proposal  for  increasing  the 
state's  ability  to  meet  the  escalating 
costs  of  maintaining  existing  facilities. 
In  fact,  the  executive  request  for  capital 
projects  funding  includes  proposals  for  a 
number  of  new  facilities.  Thus,  the 
imbalance  between  the  growth  in  needed 
funding  for  maintenance  will  continue  to 
outpace  the  funds  available  unless 
additional  sources  of  revenue  are 
allocated  to  the  LRBP. 

LFD  Issue 

Percent  for  Art 

Current  statute  provides  for  the  inclusion  of  funding  for  art  in  state  buildings.  Specifically,  22-2-404,  MCA,  states  in 
part: 

"...all  capital  project  appropriations  by  the  legislature  shall  include,  as  a  part  of  the  appropriation,  an  amount  not 
to  exceed  1%  of  the  amount  appropriated  for  the  use  of  the  Montana  arts  council  for  the  acquisition  of  works  of 
art  for  new  state  buildings,  maintenance  of  works  of  art,  and  administration  of  this  part..." 

In  addition,  17-7-20,  MCA  includes  language  allowing  for  the  inclusion  of  funding  for  maintenance: 

"For  those  buildings  recommended  for  construction,  the  legislature  may  allocate  an  amount  not  to  exceed  2%  of 
the  appropriated  cost  for  use  in  maintenance." 

In  light  of  the  imbalance  between  capital  projects  funding  and  the  escalating  cost  of  deferred  maintenance  discussed 
above,  the  1999  legislature  may  wish  to  reevaluate  the  percent  for  art  statutory  provision,  possibly  to  reallocate  it  to  fund 
deferred  maintenance  costs. 
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LFD  Issue 

HJR4 

The  1997  legislature  passed  House  Joint  Resolution  (HJR)  4,  which  was  introduced  at  the  request  of  the  executive.  HJR 
4  called  for  an  interim  study  of  state  property  management,  with  results  to  be  presented  to  the  1999  legislature.  The 
general  purpose  of  the  study  was  to  address  facility  management  statewide,  including  building  maintenance,  disposition 
of  state  properties,  and  the  statutory  requirement  to  co-locate  state  agencies  outside  Helena.  Department  of 
Administration  personnel  testified  that  General  Services  Division  operating  funds  would  be  used  to  help  fund  the  study. 
Consequently,  HJR  4  contained  the  following  language: 

"Be  it  further  resolved,  that  the  Legislative  Council  be  encouraged  to  accept  any  funding  that  may  be  available 
from  the  executive  branch  of  state  government  for  the  purpose  of  this  interim  committee." 

To  date,  no  interim  committee  has  been  formed  and  no  interim  study  has  been  implemented.  Yet  during  the  interim  a 
number  of  issues  were  raised  by  the  Legislative  Finance  Committee  and  members  of  the  Long-Range  Planning 
Subcommittee  in  regard  to  construction  and  use  of  state  facilities.  Specifically,  both  groups  heard  reports  and  held 
discussions  regarding  construction  of  two  new  state-related  facilities:  1)  the  construction  of  a  building  by  the  Board  of 
Investments  to  house  state  agencies  through  a  lease  with  the  General  Services  Division;  and  2)  construction  of  a 
warehouse/curatorial  center  at  Nevada  City. 

Based  on  the  passage  of  HJR  4  and  the  discussions  held  by  these  two  groups  during  the  interim,  it  seems  clear  the 
legislature  is  calling  for  some  comprehensive,  long-term  planning  in  regard  to  the  use  of  state  facilities. 
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The  Treasure  State  Endowment  Program  (TSEP)  is  a  state  infrastructure-financing  program  approved  by  Montana  voters 
with  the  passage  of  Legislative  Referendum  110  in  1992.  Grant  funding  for  the  program  is  derived  from  investment 
earnings  on  coal  severance  tax  funds.  TSEP  loans  are  funded  with  proceeds  from  bonds  backed  by  coal  severance  tax 
collections.  According  to  90-6-702,  MCA,  the  purpose  of  the  TSEP  is  to  assist  local  governments  in  funding 
infrastructure  projects  that  will: 

1 )  create  jobs  for  Montana  residents; 

2)  promote  economic  growth  in  Montana  by  helping  to  finance  the  necessary  infrastructure; 

3)  encourage  local  public  facility  improvements; 

4)  create  a  partnership  between  the  state  and  local  governments  to  make  necessary  public  projects  affordable; 

5)  support  long-term,  stable  economic  growth  in  Montana; 

6)  protect  future  generations  from  undue  fiscal  burdens  caused  by  financing  necessary  public  works; 

7)  coordinate  and  improve  infrastructure  financing  by  federal,  state,  local  government,  and  private  sources;  and 

8)  enhance  the  quality  of  life  and  protect  the  health,  safety,  and  welfare  of  Montana  citizens. 

Eligible  infrastructure  projects  include  drinking  water  systems,  wastewater  treatment  facilities,  sanitary  or  storm  sewer 
systems,  solid  waste  disposal  and  separation  facilities,  and  bridges. 

Eligible  applicants  include  cities,  towns,  and  counties,  including  county  or  multi-county  water,  sewer  or  solid  waste 
districts.  TSEP  applications  are  submitted  to  the  Department  of  Commerce  (DOC)  on  a  biennial  basis  where  they  are 
evaluated  and  ranked  according  to:  1)  ten  statutory  priorities,  and  2)  relative  financial  need.  The  ten  statutory  priorities 
are  targeted  at  projects  that: 

1)  solve  urgent  and  serious  public  health  or  safety  problems; 

2)  enable  local  governments  to  meet  state  or  federal  health  or  safety  standards; 

3)  incorporate   appropriate,   cost-effective   technical   design;   and   that   provide   thorough,    long-term   solutions  to 
community  public  facility  needs; 

4)  result  in  a  benefit  to  the  public  commensurate  with  the  amount  of  financial  assistance  requested; 

5)  reflect  greater  need  for  financial  assistance  than  other  projects; 

6)  enable  local  governments  to  obtain  funds  from  sources  other  than  TSEP; 

7)  provide  long-term,  full-time  job  opportunities  for  Montanans; 

8)  provide  public  facilities  necessary  for  the  expansion  of  a  business  that  has  a  high  potential  for  financial  success; 

9)  maintain  or  do  not  discourage  expansion  of  the  tax  base;  and 

1 0)  are  high  local  priorities  and  have  strong  community  support. 

The  DOC  administers  the  TSEP  and  makes  recommendations  for  grant  and  loan  awards  to  the  Governor.  The  Governor 
makes  funding  recommendations  to  the  Montana  legislature.  The  legislature  makes  the  final  decisions  on  the  award  of 
TSEP  funds. 

Grants  have  been  the  primary  source  of  TSEP  funding  awarded  since  the  program's  inception.  In  fact,  only  eight  loans 
were  authorized  by  the  legislature  in  the  first  three  funding  cycles  and  to  date,  none  of  the  successful  applicants  have 
opted  to  secure  a  TSEP  loan.  There  are  several  other  federal  and  state  sources  available  to  communities  for  low-interest 
loans,  but  grant  funds  which  help  make  expensive  local  public  facility  projects  more  affordable  and  financially  feasible 
are  extremely  limited.  Table  1  shows  the  history  of  TSEP  awards  made  for  the  1995  -  2001  biennia. 
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Table  1 
Treasure  State  Endowment  Program 
Grant  and  Loan  Awards  by  Biennium 

(in  millions) 


Number  of  Projects 

Approved  &  Funded  Grant  Loan 

Biennium      Grants        Loans         Awards        Awards 


1995 

1997 

1999 

2001* 


20 
15 
22 
21 


$3,966 
4.991 
9.111 
8.226 


$0,168 

0.000 

1.905 

$0,000 


*  The  data  for  the  2001  biennium  represents  the  executive's  request 
for  TSEP  funding,  which  is  subject  to  approval  by  the  1999  legislature. 


Executive  Proposal 

DOC  received  a  total  of  41  applications  for  TSEP  grant 
funds  and  no  applications  for  loan  funds  for  the  2001 
biennium.  The  Governor's  recommendation  for  TSEP 
includes  funding  21  projects  totaling  $8.2  million.  An 
additional  3  grants  are  recommended  if  funding  is  available, 
bringing  the  total  amount  of  grants  approved  to  $9.7  million. 
Table  2  provides  a  list  of  the  Governor's  TSEP 
recommendations  for  the  2001  biennium,  which  will  be 
introduced  in  House  Bill  (HB)  11.  Projects  are  listed  in 
priority  order.  As  Table  2  indicates,  total  grant  funds 
requested  equals  $15.9  million  compared  to  the  $9.7  million 
recommended. 


Table  2 

Treasure  State  Endowment  Program 

Grant  Recommendations 

2001  Biennium 

Proposed     Cumulative 
Rank                                                                                        Amount         Grant            Grant 
Order                            Applicant                                Utility      Requested      Award           Award 

1 

Harrison  Water  and  Sewer  District 

Wastewater 

$500,000 

$500,000 

$500,000 

2 

Arlee  Water  and  Sewer  District 

Wastewater 

500,000 

500,000 

1,000,000 

3 

Highwood  County  Water  and  Sewer  District 

Water 

400,000 

400,000 

1,400.000 

4 

City  of  Missoula 

Wastewater 

500,000 

500.000 

1,900.000 

5 

City  of  Thompson  Falls 

Water 

500,000 

500,000 

2,400,000 

6 

Town  of  Philipsburg 

Water 

121,900 

121.900 

2,521,900 

7 

Town  of  Ekalaka 

Wastewater 

87.200 

87.200 

2,609,100 

8 

Rae  Water  and  Sewer  District 

Wastewater 

500,000 

500.000 

3,109,100 

9 

City  of  Big  Timber 

Wastewater 

500,000 

500,000 

3,609,100 

10 

City  of  Glasgow 

Wastewater 

500,000 

500,000 

4,109,100 

11 

Corvallis  County  Sewer  District 

Wastewater 

410.760 

410,760 

4,519,860 

12 

Town  of  Boulder 

Water 

500,000 

500,000 

5,019,860 

13 

Town  of  Denton 

Wastewater 

415,000 

415.000 

5,434,860 

14 

City  of  Cut  Bank 

Water 

500,000 

500,000 

5,934,860 

15 

Richland  County 

Bridge 

.     181,155 

181,155 

6,116,015 

16 

Town  of  Geraldine 

Wastewater 

300,000 

300,000 

6,416,015 

17 

Augusta  Water  and  Sewer  District 

Wastewater 

500,000 

500,000 

6,916,015 

18 

City  of  Havre 

Water 

303,747 

303,747 

7,219.762 

19 

Sweetgrass  Community  County  Water/Sewer  District 

Wastewater 

213,000 

213.000 

7,432,762 

20 

Lewis  and  Clark  County 

Bridge 

500,000 

500,000 

7,932,762 

21 

Town  of  Drummond 

Wastewater 

292,850 

292,850 

8,225,612 

22 

South  Hills  Water  and  Sewer  District' 

Water 

500,000 

500,000 

8,725,612 

23 

City  of  Helena* 

Water 

500,000 

500,000 

9,225,612 

24 

City  of  Red  Lodge" 

Wastewater 

500,000 

500,000 

9,725,612 

Total 

$15,852,526 

$9,725,612 

$9,725,612 

These  applicants  are  recommended  for  grant  awards  contingent  upon  TSEP  funds  being  available. 
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Funding 

In  July  1993,  $10.0  million  was  transferred  from  the  coal  severance  tax  permanent  trust  fund  to  the  newly  created 
treasure  state  endowment  trust  fund  (TSEF).  In  addition,  the  trust  receives  50  percent  of  coal  severance  tax  revenues 
deposited  into  the  permanent  trust  through  fiscal  2013.  Funding  for  TSEP  grants  comes  from  the  investment  earnings  on 
the  TSEF,  which  are  deposited  into  a  state  special  revenue  account.  According  to  assumptions  adopted  by  the  Revenue 
Oversight  Committee  (ROC)  on  November  13,  1998,  TSEF  investment  earnings  for  the  2001  biennium  are  projected  to 
total  $11.4  million. 

In  order  to  provide  "start  up"  funds  for  TSEP,  the  1993  legislature  authorized  DOC  to  borrow  money  from  the  Board  of 
Investments  (BOI),  resulting  in  a  $4.1  million  loan  which  will  be  completely  repaid  by  fiscal  year  end  2001.  Because 
these  loan  payments  are  made  from  the  TSEF  investment  earnings,  once  the  loan  is  retired,  these  funds  will  be  available 
for  grant  awards.  Loan  payments  during  the  2001  biennium  total  slightly  more  than  $2.4  million  or  twice  the  amount  of 
loan  payments  for  the  1999  biennium.  This  is  because  repayment  of  the  loan  was  structured  to  include  a  "balloon 
payment"  at  the  end  of  the  loan  term.  Consequently,  TSEP  funds  currently  used  for  loan  repayment  will  become 
available  for  grant  awards  beginning  in  fiscal  2002. 

Table  3  shows  a  2001  biennium  fund  balance  projection  for  the  TSEP  state  special  revenue  account,  with  a  total  of  $8.9 
million  available  for  grant  funding.  Should  projected  revenues  be  realized,  funding  would  be  available  for  22  of  the 
projects  in  the  executive  recommendation. 


Table  3 

Treasure  State  Endowment  Program 

Fund  Balance  Projection, 

2001  Biennium 

Estimated  Beginning  Fund  balance 

$476,222 

*Revenue  Projections 

Fiscal  2000  Interest 

5,456,000 

Fiscal  2001  Interest 

5,989,000 

Total  Funds  Available 

$11,921,222 

Proposed  Expenditures 

Administration  -  Commerce 

$611,514 

Administration  -  DNRC 

50,000 

BOI  Loan  Repayments 

2,402,697 

Total  Expenditures 

3,064,211 

Funds  Available  for  Grants 

$8,857,011 

*Based  on  revenue  estimates  adopted  by  ROC. 
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Revenue  Estimates 

The  executive  recommendation  for  the  Treasure  State  Endowment  Program  includes  a  revenue  estimate  of  $8.4  million 
in  net  interest  earnings  (see  Governor's  Executive  Budget,  Fiscal  Years  2000  -  2001,  p.  F-6).  The  level  of  funding 
provided  is  based  on  the  executive's  revenue  estimates.  As  with  all  of  the  Governor's  recommendations,  the  executive 
has  chosen  to  disregard  the  official  legislative  revenues  estimates  adopted  by  the  ROC. 

Executive  Policy  Proposal 

In  addition  to  HB  11,  another  bill  will  be  introduced  at  the  request  of  the  executive  regarding  statutory  changes  to  the 
TSEP  priorities  (see  the  ten  priorities  listed  above).  There  are  basically  three  modifications  included  in  the 
recommendation: 

1 .  Consolidate  closely-related  statutory  priorities: 

a.  combine  public  health  and  safety  issues  currently  addressed  in  priorities  1  and  2  into  a  single  priority,  and 

b.  combine  economic  development  issues  currently  addressed  in  priorities  7,  8,  and  9  into  a  single  priority. 

2.  Reprioritize  the  statutory  priority  related  to  financial  need.  Currently,  the  priority  used  to  rank  applicants  according 
to  their  need  for  financial  assistance  (relative  to  other  projects)  is  priority  5.  The  executive  proposes  making  this 
priority  2  to  enhance  the  importance  of  financial  need  in  the  ranking  process. 

3.  Establish  a  new  statutory  priority  to  reward  applicants  for  good  management  practices,  which  would  replace  existing 
priority  4.  According  to  the  proposal,  priority  4  would  give  preference  to  "projects  that  reflect  substantial  past 
efforts  to  ensure  sound,  effective,  long-term  planning  and  management  of  public  facilities  and  attempts  to  resolve 
infrastructure  problems  with  local  resources." 

The  recommendation  for  a  new  priority  4  is  the  result  of  discussions  held  by  the  Long-Range  Planning  Subcommittee 
during  the  1995  and  1997  legislative  sessions.  Subcommittee  members  expressed  great  concern  that  the  ranking  process 
for  the  TSEP  may  actually  penalize  local  governments  for  maintaining  low  user  fees  and  moderate  debt  levels,  while 
rewarding  communities  with  minimum  debt  capacity  by  providing  them  with  grant  awards. 

LFD  Issue 

Funding  for  DNRC 

Loans  granted  under  the  TSEP  are  issued  by  the  Department  of  Natural  Resources  and  Conservation  (DNRC)  in 
conjunction  with  loans  issued  for  the  Renewable  Resource  Grant  and  Loan  Program  (see  page  F-27).  Consequently, 
since  the  inception  of  the  TSEP,  DNRC  has  been  appropriated  TSEF  interest  earnings  to  cover  costs  associated  with  loan 
issuance  and  administration.  As  shown  in  the  fund  balance  projection  table  (Table  3),  $50,000  has  been  budgeted  for 
DNRC  administrative  expenditures  for  the  2001  biennium.  For  the  1995  through  1999  biennia,  DNRC  received  HB  2 
appropriations  totaling  over  $185,000  in  TSEP  funds.  To  date,  approximately  35  percent  of  those  funds  have  been  used 
to  fund  salaries  and  benefits  for  DNRC  staff. 

As  mentioned  above,  however,  only  8  loans  have  been  granted  since  the  program's  inception  and  no  requests  for  TSEP 
loans  were  received  for  the  2001  biennium.  Moreover,  as  previously  stated,  none  of  the  8  entities  receiving  loans  have 
opted  to  secure  them.  Thus,  the  executive  provides  no  justification  for  appropriating  TSEP  funds  to  DNRC  when  the 
department  has  not  actually  been  required  to  issue  bonds  for  TSEP  loan  awards.  If  the  1999  legislature  appropriates  the 
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$50,000  requested  by  DNRC  for  this  purpose,  the  result  will  be  a  total  of  $235,000  in  TSEP  funds  being  granted  to  cover 
administrative  costs  rather  than  being  made  available  to  local  governments.  Therefore,  the  1999  legislature  may  want  to 
seek  justification  from  the  executive  prior  to  appropriating  $50,000  in  TSEP  funds  to  DNRC  when  no  loan  requests  have 
been  realized. 


LFD  Issue 

CI-75 

Matching  Funds 

TSEP  awards  provide  only  partial  funding  for  local  government  infrastructure  projects.  Matching  funds  come  from  a 
variety  of  sources,  including  reserve  accounts  and  local  bond  issues  funded  with  user  fees.  As  a  result  of  CI-75,  local 
governments  that  previously  had  the  authority  to  increase  user  fees  without  first  seeking  voter  approval,  will  no  longer  be 
able  to  do  so.  Because  CI-75  states  that  voter  approval  of  a  fee  increase  can  only  take  place  during  a  regular  tax  election, 
the  timing  of  elections  may  result  in  significant  delays  for  the  initiation  and  completion  of  infrastructure  projects.  In 
cases  where  voter  approval  is  sought  and  denied,  local  governments  will  be  forced  to  either  secure  alternative  funding 
resources  or  terminate  plans  for  the  project.  Currently  there  are  at  least  five  previously  approved  TSEP  projects  that 
have  been  put  on  hold  as  a  result  of  CI-75,  until  after  the  next  election. 

TSEP  awards  authorized  in  HB  1 1  are  funded  in  priority  order.  If  higher  priority  projects  become  ineligible,  lower 
priority  projects  are  funded  to  the  extent  revenues  are  available.  It  is  uncertain  whether  or  not  the  passage  of  CI-75  will 
result  in  a  larger  number  than  usual  of  successful  TSEP  grantees  withdrawing  their  projects  due  to  the  inability  to  secure 
necessary  matching  funds.  This  may  be  an  issue  the  1999  legislature  would  like  to  discuss,  since  unused  funds  could  not 
be  appropriated  until  the  next  legislative  session.  This  factor,  coupled  with  the  delays  caused  by  CI-75  elections,  could 
result  in  even  greater  total  delays  for  completion  of  infrastructure  projects. 

One  option  the  legislature  may  want  to  consider  is  approving  additional  grant  awards  beyond  the  anticipated  TSEP 
revenues,  with  funding  contingent  on  higher  priority  projects  being  withdrawn.  This  is  somewhat  different  than  simply 
approving  additional  projects  based  on  higher  than  anticipated  revenues.  If  a  project  within  the  funding  level  were 
withdrawn,  this  action  would  result  in  certain  availability  of  funds  for  lower-ranked  projects.  However,  if  awards  to 
projects  below  the  funding  level  are  dependent  on  higher  than  projected  revenues,  the  realization  of  excess  funds  may  not 
occur  until  late  in  the  biennium. 

Bonding 

Although  no  bonds  have  ever  been  issued  to  fund  TSEP  loans,  the  authority  to  do  so  still  exists  under  17-5-710,  MCA. 
Therefore,  a  brief  discussion  of  the  relationship  between  CI-75  and  the  state's  ability  to  issue  bonds  is  warranted. 

The  state's  bond  counsel  and  the  legislature's  director  of  legal  services  have  both  indicated  that  as  a  result  of  CI-75,  the 
state  can  no  longer  pledge  "unlimited  taxing  powers"  for  the  payment  of  bonds.  This  pledge  exists  statutorily  for  the 
issuance  of  state  general  obligation  (G.O.)  bonds.  Bonds  authorized  to  fund  TSEP  loans,  however,  are  coal  severance  tax 
G.O.  bonds.  According  to  statute,  "the  money  in  the  coal  severance  tax  bond  fund  is  pledged  to  the  payment  of  the 
principal  and  interest  on  all  state  of  Montana  coal  severance  tax  bonds."  Thus,  it  is  likely  that  the  passage  of  CI-75  may 
have  little  or  no  impact  on  the  state's  ability  to  issue  coal  severance  tax  bonds.  However,  if  this  is  true,  the  state  may  opt 
to  issue  more  coal  severance  tax  bonds  to  finance  various  state  programs  in  lieu  of  issuing  G.O.  bonds.  In  addition,  if  the 
passage  of  CI-75  has  a  negative  impact  on  the  state's  overall  bond  rating,  it  could  result  in  higher  interest  costs  for  all 
types  of  bonds  issued  by  the  state. 
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Jobs  and  Income  Initiative 

As  part  of  the  executive  "jobs  and  income"  initiative,  the  executive  will  support  legislation  to  amend  the  TSEP 
application  process  in  a  manner  that  would  reduce  legislative  involvement. 

Specifically,  as  part  of  the  jobs  and  income  initiative,  the  executive  proposes  to  change  the  application  process  for  TSEP 
to  include  an  annual  funding  cycle.  If  approved,  some  of  the  legislature's  authority  to  approve  TSEP  applications  and 
funding  would  be  transferred  to  the  executive  branch  during  the  interim.  The  proposal  includes  a  mechanism  whereby 
the  Governor  would  seek  input  from  the  Legislative  Long-Range  Planning  Subcommittee.  However,  the  Governor 
would  make  the  final  decisions  regarding  TSEP  awards.  During  legislative  years  the  process  would  remain  as  it 
currently  exists  -  the  Governor  would  submit  TSEP  funding  recommendations  for  legislative  approval. 

This  proposed  modification  to  the  application  and  funding  process  for  the  TSEP  raises  a  number  of  issues  for  the  1999 
legislature  to  consider. 

Funding 

First  of  all,  the  proposal  does  not  address  the  major  issue  of  funds  availability.  Each  session  the  legislature  determines 
how  much  revenue  will  be  available  to  fund  TSEP  projects  based  on  official  legislative  revenue  estimates  for  interest 
earnings  on  the  TSEF.  Legislative  approval  for  TSEP  awards  has  traditionally  included  a  number  of  projects  beyond  the 
projected  funding  level.  Therefore,  if  higher  priority  projects  are  withdrawn  or  completed  under  budget,  or  if  revenues 
are  higher  than  anticipated,  TSEP  funds  are  made  available  for  lower  priority  projects. 

By  transferring  TSEP  award  authority  to  the  Governor,  the  executive  contends  they  could  be  more  responsive  to  the 
needs  of  local  governments  through  implementation  of  an  annual  funding  cycle.  Absent  the  designation  of  additional 
funding  for  the  TSEP,  it  is  unlikely  there  would  be  any  funds  available  for  the  Governor  to  award  during  the  interim 
beyond  what  the  legislature  has  already  budgeted  for. 

Process 

According  to  the  preliminary  executive  proposal,  in  non-legislative  years  the  Governor  would  solicit  comments  from  the 
Long-Range  Planning  Subcommittee  before  making  a  final  decision  on  the  approval  of  TSEP  awards.  The 
Subcommittee  would  have  up  to  60  days  to  respond  and  they  "may"  hold  a  public  hearing  during  that  time.  However, 
because  the  Governor  would  possess  final  decision-making  authority,  participation  by  the  legislature  and  the  public 
would  be  advisory. 

Emergency  Funding 

One  of  the  reasons  presented  by  the  executive  to  include  an  annual  funding  cycle  for  TSEP  is  to  respond  to  local 
governments'  need  to  address  emergency  type  situations,  such  as  the  need  to  comply  with  public  health  and  safety 
standards.  If  the  legislature  does  not  wish  to  transfer  any  TSEP  award  authority  to  the  executive  branch,  one  option  for 
addressing  emergency  situations  is  to  allow  the  Department  of  Commerce  emergency  funding  capability.  The  TSEP 
statute  could  be  amended  to  allow  DOC  to  request  a  specified  percentage  or  amount  of  grant  funds  and/or  an  amount  for 
loans  to  be  used  during  the  biennium  for  emergencies.  By  statute,  this  type  of  authority  is  granted  to  the  Department  of 
Natural  Resources  and  Conservation  (DNRC)  under  the  Renewable  Resource  Grant  and  Loan  Program  (see  85-1-605, 
MCA). 
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Senate  Bill  88 

Finally,  the  Governor's  current  proposal  to  include  an  annual  funding  cycle  for  TSEP  is  quite  similar  to  Senate  Bill  (SB) 
88  introduced  during  the  1997  legislative  session.  SB  88  proposed  to  totally  eliminate  legislative  participation  in  the 
awarding  of  TSEP  funds  by  transferring  approval  authority  to  the  executive.  Although  passed  by  the  Senate,  SB  88 
failed  on  second  reading  in  the  House  by  a  vote  of  20  to  79. 
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Oil  overcharge  funds  are  allocated  to  the  state  by  the  federal  Department  of  Energy  (DOE)  as  a  result  of  federal  court 
action  requiring  certain  oil  producers  to  pay  restitution  for  violation  of  federal  oil  price  and  allocation  controls  that 
occurred  between  1973  and  1981.  These  funds  cannot  be  used  to  replace  state  funds  and  may  only  be  used  for  programs 
authorized  by  federal  law.  The  state  uses  the  oil  overcharge  money  to  supplement  state  and  federal  programs 
administered  by  the  state,  in  a  manner  consistent  with  federal  court  orders  (section  90-4-210,  MCA). 

Each  biennium,  agencies  submit  proposals  to  the  Office  of  Budget  and  Program  Planning  (OBPP)  for  energy 
conservation  projects  and  programs.  These  proposals  are  reviewed  by  a  committee  of  state  and  local  government 
officials,  who  make  recommendations  to  the  Governor.  The  Governor's  recommendations  are  then  presented  in  House 
Bill  (HB)  10.  The  legislature  ultimately  determines  the  distribution  of  oil  overcharge  funds  by  the  appropriations 
provided  for  in  HB  10. 

The  director  of  each  agency  receiving  oil  overcharge  funds  is  responsible  for  ensuring  that  expenditure  and  tracking  of 
the  funds  are  consistent  with  legislative  intent  and  the  court  settlement  agreements.  The  state  Department  of 
Environmental  Quality  (DEQ)  is  responsible  for  administering  the  distribution  of  oil  overcharge  funds  to  state  agencies 
and  for  producing  an  annual  report  on  the  allocation  and  expenditures  of  these  funds. 


Executive  Proposal 


Appropriations  of  oil  overcharge  funds  for  the  2001  biennium  are  primarily  targeted  toward  energy  conservation  projects 
and  low-income  assistance  programs.  Table  1  provides  a  listing  of  the  executive's  proposed  oil  overcharge 
appropriations  in  priority  order. 


Table  1 

Oil  Overcharge  Funds 

2001  Biennium 

House  Bill  10 

Rank 

Agency 

Project 

Amount 

1 

DPHHS 

Low-Income  Energy  Assistance 

$300,000 

2 

DPHHS 

Low-Income  Home  Weatherization 

500,000 

3 

DEQ 

Aggregation  Cooperative  For  Residential  Customers 

150,000 

4 

DEQ 

Affordable,  Efficient  Housing  Plan  Book 

40,000 

5 

DPHHS 

Food  Bank  Network  Transportation 

5,000 

6 

DEQ 

Advanced  Transporation  Technologies  Consortium 

50,000 

7 

DPHHS 

Low-Income  Home  Weatherization 

Total  New  Requests 
Reappropriations  -  HB  10 

Total  HB  10 

2QMQQ 

$1 ,245,000 

145.000 

$1,390,000 

Oil  Overcharge  Program 
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Following  is  a  brief  description  of  each  of  the  projects  recommended  to  receive  funding. 

O  Low  Income  Energy  Assistance  -  $300,000 

Oil  overcharge  funds  in  the  amount  of  $150,000  would  be  appropriated  each  year  of  the  biennium  to  the  Department  of 
Public  Health  and  Human  Services  (DPHHS).  These  funds  would  be  granted  to  Energy  Share  of  Montana,  a  non-profit 
organization  who  provides  assistance  to  low-income  families  in  addressing  home  heating  emergencies.  Energy  Share 
proposes  to  combine  the  oil  overcharge  monies  with  private  funds  and  universal  system  benefit  (USB)  contributions  to 
be  spent  on  households  at  or  below  150%  of  poverty.  Households  are  eligible  for  these  funds  only  if  they  are  not  eligible 
for  federal  low-income  energy  assistance  or  have  not  received  federal  low-income  energy  assistance  in  the  current 
program  year.  None  of  the  oil  overcharge  funds  appropriated  for  energy  assistance  are  to  be  used  to  fund  administrative 
costs. 

HB  10  includes  a  provision  whereas,  if  during  either  year  of  the  biennium  the  combination  of  oil  overcharge  funds  and 
USB  contributions  designated  for  Energy  Share  exceed  a  total  of  $400,000  for  the  fiscal  year,  the  excess  shall  be 
subtracted  from  the  oil  overcharge  appropriation  and  added  to  the  appropriation  for  low-income  home  weatherization 
(see  below). 

The  1 997  legislature  appropriated  $  1 80,000  in  oil  overcharge  funds  to  be  used  by  Energy  Share  for  the  1 999  biennium. 

2)  Low-Income  Home  Weatherization  -  $500,000 

The  executive's  second  priority  for  expending  oil  overcharge  funds  is  a  $500,000  appropriation  to  DPHHS  for  the 
Weatherization  Assistance  Program.  This  program  is  designed  to  help  low-income  households  reduce  their  home 
heating  costs  and  conserve  natural  resources  through  increased  energy  efficiency  measures  such  as  water  heater,  attic, 
wall  and  floor  insulation;  heating  system  repair  or  replacement;  blockage  of  air  infiltration;  and  installation  of  storm 
windows.  Homes  are  prioritized  based  on  energy  consumption  with  preference  given  to  households  with  handicapped  or 
elderly  members. 

Based  on  the  contingency  language  mentioned  above,  oil  overcharge  funds  appropriated  under  priority  1  (Energy  Share) 
could  be  added  to  the  $500,000  recommended  here.  However,  HB  10  also  includes  language  that  limits  the  total  biennial 
amount  for  this  appropriation  (priority  2)  to  $695,000. 

The  executive  proposal  calls  for  two  separate  appropriations  (priorities  2  and  7)  for  a  total  of  $700,000  for  the  2001 
biennium.  The  1997  legislature  appropriated  a  total  of  $525,000  in  oil  overcharge  funds  for  low-income  home 
weatherization  projects. 

3)  Aggregation  Cooperative  for  Residential  Customer  -  $150,000 

The  executive  proposes  appropriating  $150,000  in  oil  overcharge  funds  to  DEQ  for  a  project  related  to  utility 
deregulation.  DEQ  would  be  appropriated  $50,000  for  fiscal  year  2000,  which  would  be  granted  to  the  Western  Montana 
Electric  Generating  and  Transmission  Cooperative,  Inc.  (the  Cooperative).  The  funds  would  be  used  to  prepare  a 
feasibility  analysis,  business  and  financial  plans,  and  a  market  study  for  the  formation  of  a  "nonprofit  buyers 
cooperative"  for  residential  customers  in  Montana.  The  Cooperative  would  then  report  its  findings  and  plans  to  the 
Electric  Utility  Industry  Restructuring  Transition  Advisory  Committee  established  by  the  1997  legislature. 

Subject  to  approval  of  the  Governor's  Budget  Office,  DEQ  would  be  appropriated  $100,000  for  fiscal  year  2001  to  grant 
to  the  Cooperative  to  begin  implementing  the  nonprofit  buyers  cooperative  plans.  Prior  to  awarding  the  grant,  the 
administration  would  require  written  approval  from  the  Transition  Advisory  Committee  that  the  Cooperative's  plan  is 
sufficiently  consistent  with  the  recommendations  of  the  Committee.  The  appropriation  of  oil  overcharge  funds  for  this 
purpose  would  require  a  one-to-one  match  of  federal  and/or  private  funds. 
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LFD  Comment 

It  should  be  noted  that  this  project  has  not  been  discussed  or  recommended  by  the  Transition  Advisory  Committee. 

4)  Affordable.  Efficient  Housing  Plan  Book  -  $40.000 

DEQ  would  be  granted  $40,000  in  oil  overcharge  funds  for  the  purpose  of  assisting  in  the  preparation,  production,  and 
distribution  of  a  plan  book  containing  affordable,  energy-efficient  house  designs.  The  book  would  be  developed  in 
cooperation  with  the  Montana  Building  Industries  Association,  the  Montana  Department  of  Commerce,  local  building 
code  officials,  and  other  entities. 

LFD  Comment 

The  executive  has  not  provided  information  on  what  level  of  funding  (if  any)  is  to  be  contributed  by  these  other  entities 
toward  this  project. 

5)  Food  Bank  Network  Transportation  -  $5,000 

A  $5,000  appropriation  would  be  made  to  DPHHS  to  assist  the  Montana  food  bank  network  with  a  coordinated  energy- 
efficient  transportation  system  for  the  delivery  of  commodities  to  local  food  banks  statewide. 

The  1997  legislature  appropriated  $5,000  in  oil  overcharge  funds  for  food  bank  network  transportation. 

6)  Advanced  Transportation  Technologies  Consortium  -  $50,000 

DEQ  would  be  appropriated  $50,000  to  provide  a  grant  to  the  National  Center  for  Appropriate  Technology  (the  Center) 
to  initiate  the  formation  of  a  Montana  "advanced  transportation  technologies  consortium"  focusing  on  vehicles 
traditionally  powered  by  two-stroke  engines.  According  to  their  request  for  funding,  the  Center  would  integrate  its 
transportation  technology  development  services  with  other  regional  and  national  programs  to  provide  business  assistance 
and  regional  industrial  growth  for  the  clean  transportation  technologies  fostered  by  the  consortium. 

7)  Low-Income  Home  Weatherization  -  $200,000 

The  executive  includes  an  additional  appropriation  to  DPHHS  of  $200,000  in  oil  overcharge  funds  for  the 
Weatherization  Assistance  Program  described  under  priority  2  above. 

Funding 

New  oil  overcharge  recommendations  total  $1,245,000.  All  of  the  funding  for  these  projects  is  from  stripper  well  funds. 
Although  additional  revenues  may  become  available  as  a  result  of  future  settlements,  the  timing  and  related  amounts  of 
such  settlements  remains  uncertain.  However,  future  settlement  payments  are  expected  to  be  minimal  compared  to  past 
biennia.  The  majority  of  revenue  received  in  fiscal  years  1997  and  1998  came  from  interest  earnings  as  opposed  to  new 
settlement  payments.  Thus,  the  appropriations  recommended  by  the  executive  would  be  funded  primarily  with  existing 
funds  and  future  interest  earnings. 

Table  2  provides  a  fund  balance  projection  for  the  2001  biennium  for  the  oil  overcharge  funds  to  be  used  to  fund  new 
proposals.  Revenue  projections  do  not  include  any  new  settlement  monies  being  received  by  the  state  during  the  2001 
biennium.  Revenue  from  the  Citronelle  case  mentioned  in  the  Governor's  Budget  has  been  incorporated  in  the  beginning 
fund  balance  for  the  2001  biennium,  as  monies  should  be  received  in  fiscal  1999  (including  $109,300  received  as  of 
December  1,  1998). 
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Table  2 

Oil  Overcharge 

Fund  Balance  Projection,  2001  Biennium 


Estimated  Beginning  Fund  Balance 

Revenue  Projections 

Fiscal  2000  Interest 
Fiscal  2001  Interest 

Total  Funds  Available 

Proposed  Expenditures 

Estimated  Ending  Fund  Balance 


$815,764 


24,933 
&S22 


$849,519 


(1.245.000) 


($395.481) 


LFD  Issue 

Clearly,  if  no  new  settlement  monies  are  received  during  fiscal  years  2000  and  2001,  the  executive's  recommendations 
cannot  be  fully  funded.  As  Table  2  shows,  based  on  estimated  funds  available,  there  is  projected  to  be  nearly  a  $400,000 
imbalance  between  revenues  and  proposed  expenditures.  If  the  executive  proposal  is  approved  as  submitted,  the  projects 
listed  in  Table  1  would  be  funded  in  the  order  of  priority  shown  based  on  available  revenues.  However,  the  executive 
proposes  in  HB  10  that  when  allocations  are  reduced  to  address  deficiencies,  they  must  first  be  applied  to  half  the  amount 
of  each  project  (for  fiscal  year  2000)  and  then  to  the  remaining  appropriations  (for  fiscal  year  2001). 

In  other  words,  since  revenues  are  predicted  to  fall  short  of  the  $1,245,000  needed,  it  is  possible  that  allocations  to  lower 
priority  projects  for  fiscal  year  2000  would  result  in  higher  priority  projects  not  being  fully  funded  during  fiscal  year 
2001.  Based  on  this  scenario  and  the  possibility  that  total  funding  requested  may  not  be  realized,  the  legislature  has 
several  options  for  consideration  regarding  the  Governor's  oil  overcharge  program  request: 

1)  approve  the  Governor's  request,  as  presented; 

2)  reprioritize  the  projects  prior  to  passage  of  HB  10; 

3)  reprioritize  and/or  approve  only  some  of  the  projects  requested; 

4)  amend  the  proposal  to  include  other  legislative  priorities;  and 

5)  amend  HB  10  to  ensure  that  higher  priority  projects  are  fully  funded  prior  to  funding  any  lower  priority 
projects. 
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State  Building  Energy  Conservation 


The  State  Building  Energy  Conservation  Program  (SBECP),  operated  by  the  Department  of  Environmental  Quality 
(DEQ),  was  established  by  the  1989  legislature  to  reduce  operating  costs  in-state  facilities  by  identifying  and  funding 
cost-effective  energy  efficiency  improvement  projects.  Energy  efficiency  improvements  include: 

replacing  old,  inefficient  boilers; 

upgrading  inefficient  lighting; 

increasing  ventilation  system  efficiency; 

insulating  buildings;  and 

providing  more  effective  temperature  controls. 

Through  this  program,  the  state  issues  general  obligation  (G.O.)  bonds,  uses  the  bond  proceeds  to  pay  for  energy 
efficiency  improvements,  then  uses  the  resulting  energy  cost  savings  to  pay  the  debt  service  on  the  bonds.  The  projects 
are  designed  so  that  the  cost  savings  exceed  the  bond  debt  service  payments.  Excess  savings  are  transferred  to  the  Long- 
Range  Building  Program.  To  date,  37  energy  conservation  projects  have  been  completed  through  the  SBECP,  and  an 
additional  20  projects  are  in  various  stages  of  completion.  Since  the  program's  inception,  the  state  has  spent  a  total  of 
$3.5  million  in  oil  overcharge  funds  and  $3.6  million  in  G.O.  bond  proceeds  to  fund  the  projects. 

The  executive  proposal  for  the  SBECP  for  the  2001  biennium  calls  for  the  1999  legislature  to  authorize  the  state  Board 
of  Examiners  to  issue  up  to  $3.0  million  in  G.O.  bonds  for  the  purpose  of  funding  energy  conservation  projects. 
Following  is  a  list  of  projects  identified  by  the  executive  for  the  SBECP  for  fiscal  years  2000  and  2001. 

University  of  Montana 

Science  Complex,  Missoula 

Montana  State  University 

Cowan  Hall  Remodel,  Havre 
College  of  Technology,  Great  Falls 

Department  of  Fish,  Wildlife  and  Parks 

Visitors'  Centers,  Lonepine  and  Glendive 

Department  of  Corrections 

Female  Corrections  Facility,  Boulder 

Department  of  Military  Affairs 

Maintenance  Shop  Building,  Helena 

LFD  Issue 

Funding 

As  mentioned  above,  funding  for  the  actual  energy  conservation  projects  (including  some  administrative  costs)  comes 
from  the  issuance  of  G.O.  bonds.  Bond  payments  are  made  from  energy  cost  savings  realized  by  participating  agencies. 
Thus,  the  source  of  revenue  for  debt  service  payments  varies  according  to  how  the  particular  agencies  are  funded.  In  the 
past,  G.O.  bonds  were  backed  by  the  full  faith  and  credit  and  taxing  powers  of  the  state.  The  passage  of  CI-75,  however, 
has  raised  some  questions  regarding  the  state's  ability  to  issue  G.O.  bonds  both  in  terms  of  1)  legal  issues,  and  2)  bond 
ratings. 
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Legal  Issues 

Current  statutory  language  authorizing  the  issuance  of  G.O.  bonds  for  the  SBECP,  90-4-61 1(2),  MCA,  states: 

"The  full  faith  and  credit  and  taxing  powers  of  the  state  are  pledged  for  the  prompt  and  full  payment  of  all  bonds 
so  issued." 

The  state's  bond  counsel  and  the  legislature's  director  of  legal  services  have  both  indicated  that,  as  a  result  of  CI-75,  the 
above  language  should  be  amended,  since  the  state  can  no  longer  pledge  unlimited  "taxing  powers"  for  the  payment  of 
bonds.  Although  this  issue  is  still  being  reviewed,  some  of  the  options  for  amending  statute  include  either  eliminating 
any  reference  to  "taxing  powers"  or  redefining  them  as  "existing  taxing  powers".  Another  option  would  be  to  seek  voter 
approval  for  issuance  of  G.O.  bonds  to  be  backed  by  unlimited  taxing  power. 

Statute  currently  states  that  authorization  to  issue  G.O.  bonds  requires  a  two-thirds  vote  of  the  members  of  each  house. 
The  Constitution  provides  that  state  debt  may  be  created  when  authorized  by  a  two-thirds  vote  of  the  members  of  each 
house  or  "a  majority  of  the  electors  voting  thereon"  (Article  VIII,  section  8). 

Credit  Issues 

Regardless  of  how  the  legal  issues  related  to  CI-75  and  the  issuance  of  G.O.  bonds  are  resolved,  CI-75  could  have  a 
potential  impact  on  the  state's  G.O.  bond  rating.  If  the  passage  of  CI-75  results  in  a  lower  bond  rating  for  the  state,  this 
would  likely  equate  to  higher  interest  costs.  Although  this  factor  is  important  for  every  state  program  funded  with  G.O. 
bonds,  the  SBECP  is  especially  sensitive  to  potential  increases  in  bond  issuance  costs.  In  cases  where  potential  energy 
savings  may  be  marginal,  it  may  no  longer  be  cost-effective  to  issue  bonds  for  energy  conservation  projects. 
Unfortunately,  the  future  impacts  of  CI-75  on  the  cost  of  issuing  bonds  are  unknown  at  this  time. 

LFD  Issue 

Lack  of  Information 

The  authorizing  statute  for  the  State  Building  Energy  Conservation  Program  (Title  90,  Chapter  4,  Part  6,  MCA)  requires 
that  proposed  projects  to  be  funded  by  the  program  be  submitted  as  part  of  the  Governor's  Budget  in  accordance  with  17- 
7-123,  MCA.  Moreover,  90-4-606,  MCA,  states  that  the  Governor  shall  make  available  information  such  as  a 
description  of  the  improvements  to  be  financed,  and  the  estimated  cost  of  each  project  and  the  total  cost  of  the  program. 

As  submitted,  the  executive  recommendation  does  not  include  any  detail  regarding  the  State  Building  Energy 
Conservation  Program  projects  recommended  for  funding,  making  it  difficult  for  staff  and  the  legislature  to  evaluate  the 
merits  of  the  proposed  projects. 
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Resource  indemnity  trust  (RIT)  funds  are  a  major  source  of  revenue  for  several  natural  resource  agencies  and  programs, 
including  the  Renewable  Resource  Grant  and  Loan  Program  (RRGL)  and  the  Reclamation  and  Development  Grant 
Program  (RDGP).  The  RIT  receives  income  from  two  sources:  1)  the  resource  indemnity  and  ground  water  assessment 
tax  (RIG  WAT);  and  2)  an  allocation  of  oil  and  gas  tax  revenues.  Funds  deposited  in  the  RIT  are  invested  by  the  Board  of 
Investments  and  some  of  the  investment  earnings  are  used  to  fund  the  RRGL  and  RDGP.  For  more  detailed  information 
on  the  allocation  and  expenditure  of  other  RIT  proceeds  and  RIT  interest  earnings,  see  the  Department  of  Natural 
Resources  and  Conservation  (DNRC)  summary  in  Section  C  of  the  LFD  Budget  Analysis,  Volume  2. 

Renewable  Resource  Grant  and  Loan  Program 

In  accordance  with  15-38-202,  MCA,  a  total  of  $2.0  million  in  RIT  interest  earnings  is  allocated  to  the  RRGL  account 
each  biennium  for  the  purpose  of  making  grants.  Created  by  the  1993  legislature,  the  RRGL  combines  the  former 
Renewable  Resource  Development  Program,  established  in  1975,  and  the  Water  Development  Program,  established  in 
1981.  As  outlined  under  Title  85,  Chapter  1,  part  6,  MCA,  the  purpose  of  the  RRGL  is  to  fund  projects  that  "enhance 
Montana's  renewable  resources  through  projects  that  measurably  conserve,  develop,  manage,  or  preserve  resources." 
The  $2.0  million  statutorily  allocated  to  the  RRGL  is  deposited  into  the  renewable  resource  grant  and  loan  program  state 
special  revenue  account. 

DNRC  administers  the  RRGL,  which  involves  a  biennial  application  process.  DNRC  and  a  technical  review  team 
initially  evaluate  each  application  for  economic  and  technical  feasibility,  as  well  as  to  ensure  that  proposed  projects  are 
located  in  Montana.  Qualifying  applications  are  then  examined  according  to  six  criteria: 

1)  financial  feasibility; 

2)  adverse  environmental  impact; 

3)  technical  merit; 

4)  public  benefit; 

5)  need;  and 

6)  urgency. 

DNRC  submits  a  list  of  funding  recommendations  to  the  Governor,  who  reviews  the  list  and  submits  recommendations 
to  the  legislature.  Funding  for  projects  comes  in  the  form  of  grants  and/or  loans  made  to  both  public  and  private  entities. 
The  legislature  has  final  approval  for  the  awarding  of  RRGL  grants  and  loans,  which  will  be  introduced  in  House  Bill 
(HB)  6  and  House  Bill  (HB)  8,  respectively. 

Eligible  applicants  include: 

a  department,  agency,  board,  commission,  or  other  division  of  state  government; 

a  city,  county,  or  other  political  subdivision  or  local  government  body  of  the  state;  and 

a  tribal  government. 

Executive  Recommendation 

Grants 

Table  1  shows  a  priority  listing  of  the  RRGL  grants  and  loans  recommended  by  the  executive  for  the  2001  biennium. 
DNRC  received  a  total  of  62  applications  requesting  $5.9  million  in  grant  funding.  The  executive  recommendation 
includes  $4.5  million  in  grants  and  $7.0  million  in  loans  for  53  applicants.  However,  with  only  $2.0  million  statutorily 
allocated  to  fund  grants,  only  the  first  23  projects  recommended  would  receive  grant  awards. 


RIT  Trust  Grant  and  Loan  Programs  F-27  Long-Range  Planning 


Resource  Indemnity  Trust  Grant  and  Loan  Programs 


Table  1 
Renewable  Resource  Grant  &  Loan  Program 

2000-2001  Biennium  Grant  Recommendations 

Rank 

Applicant 

Project 
Cost 

Grant 
Funding 

Loan 
Funding 

Cumulative 
Grant  Funding 

1 

Milk  River  Project  Water  Users 
St.  Mary  Siphon  Repair 

$133,000 

$100,000 

$100,000 

2 

Malta  Irrigation  District 

Repair  and  Modification  of  Dodson  Diversion  Dam 

$2,374,950 

$100,000 

$2,274,950 

$200,000 

3 

Cascade  County  Conservation  District 

Muddy  Creek  Restoration  and  Water  Quality  Improvement 

$208,220 

$77,000 

$277,000 

4 

Broadwater  Conservation  District 

Slim  Sam  Riparian  Area  Implementation 

$45,417 

$7,522 

$284,522 

5 

Madison  County 

Harrison  Wastewater  System  Improvements 

$1,600,000 

$100,000 

$384,522 

6 

Glasgow  Imgation  District 

Phase  1  -  Vandalia  Diversion  Dam  Rehabilitation 

$66,000 

$56,000 

$440,522 

7 

Petroleum  County  Conservation  District 
Musselshell  River  Assessment  and  Monitoring  Plan 

$94,150 

$50,150 

$490,672 

8 

Dept.  of  Natural  Resources  and  Conservation 
Deadman's  Basin  Water  Quality  Improvement 

$609,700 

$100,000 

$401,100 

$590,672 

9 

Fort  Shaw  Irrigation  District 

Water  Quality  and  Quantity  Improvement 

$212,090 

$50,000 

$640,672 

10 

Sheridan  County  Conservation  District 

Sheridan  County  Groundwater  Management  Program 

$231,750 

$99,700 

$740,372 

11 

Cutbank,  City  of 

Water  System  Improvements 

$3,234,250 

$100,000 

$840,372 

12 

Buffalo  Rapids  Project 

Improving  Pump  Discharge  Line  Efficiency 

$193,135 

$91,622 

$931,994 

13 

Dept.  of  Natural  Resources  and  Conservation 
Seepage  Monitoring  Program 

$134,290 

$100,000 

$1,031,994 

14 

Sanders  County 

Floodplain  Delineation  of  the  Clark  Fork  River 

$110,670 

$100,000 

$1,131,994 

15 

Missoula  Sewer  System,  City  of 
East  Reserve  Street  Phases  II  &  III 

$5,215,107 

$100,000 

$1,231,994 

16 

Park  County 

Hydrogeologiccal  Reconnaissance  -  Paradise  Valley 

$215,900 

$95,000 

$1,326,994 

17 

Glen  Lake  Imgation  District 
Costich  Dam  Improvements  Project 

$113,976 

$100,000 

$1,426,994 

18 

Denton,  Town  of 
Wastewater  Treatment  Project 

$943,400 

$100,000 

$1,526,994 

19 

Bitterroot  Irrigation  District 

Water  Conservation  and  Improvement 

$322,750 

$99,650 

$1,626,644 

20 

Frenchtown  Irrigation  District 

Irrigation  System  Water  Use  &  Water  Quality  Improvements 

$106,090 

$32,900 

$1,659,544 

21 

Boulder,  Town  of 

Water  Systems  Improvement 

$1,917,000 

$100,000 

$907,000 

$1,759,544 

22 

Daly  Ditches  Irrigation  District 

Republican  Canal  Diversion  Dam  Replacement 

$878,786 

$100,000 

$730,691 

$1,859,544 

23 

West  Crane  Sprinkler  Irrigation  Project 
West  Crane  Irrigation  Project 

$376,757 

$100,000 

$1,959,544 
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Table  1  (Cont.) 

Renewable  Resource  Grant  &  Loan  Program 

2000-2001  Biennium  Grant  &  Loan  Recommendations 

Rank 

Applicant 

Project 
Costs 

Grant 
Funding 

Loan 
Funding 

Cumulative 
Grant  Funding 

24 

Hebgen  Basin/West  Yellowstone  Refuse  District 
Composting  Facility  for  Municipal  Solid  Waste 

$2,338,483 

$99,425 

$2,080,000 

$2,058,969 

25 

Teton  County  Conservation  District 

Irrigation  Methods  &  Pesticide  Transport  to  Ground  Water 

$160,361 

$100,000 

$2,158,969 

26 

Elk  Meadow  Ranchettes 

County  Water  District  Water  System  Improvements 

$515,186 

$100,000 

$2,258,969 

27 

Glasgow,  City  of 

Combined  Sewer  Separation  Project 

$1,600,000 

$100,000 

$2,358,969 

28 

Columbia  Falls,  City  of 

Sewer  Treatment  Plant  Upgrade 

$3,577,000 

$100,000 

$2,458,969 

29 

Dept.  of  Natural  Resources  and  Conservation 
Precipitation  Relationships  for  Montana  Design  Guidelines 

$123,350 

$67,000 

$2,525,969 

30 

Sweetgrass  Community  County  Water/Sewer  District 
Wastewater  Treatment  Facility  RehabilitationAJpgrade 

$631,000 

$100,000 

$2,625,969 

31 

Sheridan,  Town  of 

Water  Supply  Improvements 

$40,400 

$30,000 

$2,655,969 

32 

Corvallis  County  Sewer  District 

Upgrade  &  Expansion  of  Wastewater  Treatment  Facility 

$816,520 

$100,000 

$2,755,969 

33 

Geraldine,  Town  of 
Wastewater  Improvements 

$811,007 

$50,000 

$2,805,969 

34 

Roosevelt  County  Conservation  District 

Fort  Peck  Assiniboine  and  Sioux  Rural  Water  Supply  Project 

$242,109 

$82,109 

$2,888,078 

35 

Brockton,  Town  of 

Water  and  Wastewater  Systems  Improvements 

$1,020,250 

$100,000 

$2,988,078 

36 

Neihart,  Town  of 

Water  Distribution  Improvements 

$101,720 

$76,770 

$3,064,848 

37 

Lewis  and  Clark  County  Water  Quality  Protection  District 
Helena  Area  Groundwater  Quality  Monitoring  Network 

$125,773 

$100,000 

$3,164,848 

38 

Eureka,  Town  of 

Wastewater  Collection,  Treatment,  &  Disposal  Improvements 

$1,380,000 

$100,000 

$3,264,848 

39 

Ekalaka,  Town  of 

Ekalaka  Water  Source  Improvement 

$115,000 

$100,000 

$3,364,848 

40 

Garfield  County  Conservation  District 

Rehabilitation  of  Irrigation  Diversion  Dam  &  Outlet  Works 

$110,500 

$100,000 

$3,464,848 

41 

Drummond,  Town  of 

Sanitary  Sewer  Rehabilitation  Project 

$585,700 

$100,000 

$3,564,848 

42 

Lake  County  Conservation  District 
Forestry  Implementation  Project 

$248,001 

$100,000 

$3,664,848 

43 

Rae  Water  and  Sewer  District 

Wastewater  Treatment  System  Improvements 

$971,700 

$100,000 

$3,764,848 

44 

Canyon  Creek  Irrigation  District 

Canyon  Lake  and  Wyant  Lae  Restoration  Project 

$402,000 

$100,000 

$227,000 

$3,864,848 

45 

Dept.  of  Environmental  Quality 

Direct  Planning  Grants  to  Small  Communities  in  Need 

$181,818 

$100,000 

$3,964,848 
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Table  1  (Cont.) 
Renewable  Resource  Grant  &  Loan  Program 
2000-2001  Biennium  Grant  &  Loan  Recommendations 

Rank 

Applicant 

Project 
Cost 

Grant 
Funding 

Loan 
Funding 

Cumulative 
Grant  Funding 

46 

Chinook  Division  Inigation  Association 

Rehabilitation  and  Betterment  of  Water  Conveyance  Systems 

$137,590 

$100,000 

$4,064,848 

47 

Dept.  of  Natural  Resources  and  Conservation 
Missouri  Pipe  Span  Rehabilitation  Project 

$509,426 

$100,000 

$409,426 

$4,164,848 

48 

Big  Timber,  City  of 

Lagoon  Reconstruction  and  Lining 

$1,796,275 

$100,000 

$4,264,848 

49 

LaCasa  Grande  Estates  Water  and  Sewer  District 
New  Water  Supply  System 

$1,045,000 

$100,000 

$4,364,848 

50 

Missoula,  City  of 

Rattlesnake  Creek  Flood  Plain  Restoration  &  Control 

$88,000 

$74,000 

$4,438,848 

51 

Eureka,  Town  of 

Water  System  Facility  Plan 

$35,000 

$25,000 

$4,463,848 

52 

Havre,  City  of 

Source-Water  Delineation  for  Havre  and  Seeley  Lake 

$141,120 

$20,000 

$4,483,848 

53 

Troy,  City  of 

Water  System  Master  Plan 

$30,000 

$23,646 

$4,507,494 

54 

Sage  Creek  Water  District 

"A  -  Closed"  Watershed  Classification 

$20,500 

0 

55 

East  Helena,  City  of 

Wastewater  Treatment  Facility  Improvements 

$959,218 

0 

56 

Homestead  Acres  County  Water  and  Sewer  District 
Water  Systems  Improvements 

$433,400 

0 

57 

Tin  Cup  County  Water  and  Sewer  District 
Tin  Cup  Lake  Dam  Restoration  Project 

$422,800 

0 

58 

Willow  Creek  Sewer  District 
Total  Retention  Lagoon  System 

$1,031,400 

0 

59 

Livingston,  City  of 

Yellowstone  Street  to  Main  Street  Ditch  Improvement 

$80,000 

0 

60 

Lake  County 

Class  1  Airshed  Protection 

$248,891 

0 

Not 
Ranked 

Pari<  Conservation  District 

Upper  Yellowstone  River  Cumulative  Effects  Investigation 

$639,880 

0 

Not 
Ranked 

Thompson  Falls,  City  of 
Distribution  System  Improvements 

$2,202,085 

0 

Totals 

$45,255,851 

$4,507,494 

$7,030,167 

$4,507,494 
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In  addition  to  the  $2.0  million  in  RIT  interest  earnings  appropriated  for  RRGL  grants,  HB  6  will  include  the  executive 
request  for  two  additional  appropriations  to  DNRC.  One  appropriation  is  for  $125,000  to  fund  emergency  grants  and  the 
other  is  for  $  1 00,000  to  be  used  for  private  grants. 

LFD  Issue 

Accountability  for  Grant  Funds 

As  mentioned  above,  there  are  a  number  of  agencies  and  programs  that  receive  funding  from  the  RIGWAT  and  RIT 
interest  earnings.  Some  of  the  revenue  from  these  and  other  sources  is  deposited  into  the  same  account  as  the  $2.0 
million  allocated  for  grants  -  the  renewable  resource  grant  and  loan  program  state  special  revenue  account.  During  the 
interim,  the  Legislative  Finance  Committee  heard  several  reports  regarding  the  co-mingling  of  these  funds  and  the 
potential  consequences  that  may  result  when  agencies  are  faced  with  RIT  revenue  shortfalls.  Specifically,  concerns  were 
raised  regarding  the  executive's  use  of  grant  funds  to  address  "cash  flow"  problems  rather  than  implement  budget 
reductions.  A  letter  from  the  Budget  Director  regarding  the  executive  plan  to  address  1999  biennium  RIT  shortfalls 
states: 

"..the  RIT  accounts  have  been  negatively  appropriated  in  recent  biennia,  but  there  always  has  been  sufficient 
cash  flow,  primarily  due  to  lengthy  design  work  required  for  HB  6  and  HB  7  projects,  to  meet  the  ongoing 
agency  appropriations"  (see  memo  of  April  27,  1998). 

The  use  of  grant  monies  appropriated,  but  not  yet  spent  to  address  revenue  shortfalls  for  other  programs  has  two  key 
implications: 

1.  Statute  specifically  states  that  money  allocated  for  the  Renewable  Resource  Grant  and  Loan  Program  must 
be  used  for  grants  only,  therefore  any  other  use  of  these  funds  would  be  illegal. 

2.  The  use  of  grant  funds  provides  an  option  to  temporarily  address  revenue  shortfalls  in  lieu  of  reducing 
expenditures,  thereby  not  addressing  the  real  issue  of  an  ongoing  imbalance  between  revenues  and 
expenditures. 

Option 

If  the  intent  of  the  legislature  is  to  ensure  the  monies  allocated  for  Renewable  Resource  Grant  and  Loan  Program  grants 
are  used  for  grants  only,  as  statute  indicates,  one  option  is  to  recommend  that  the  $2.0  million  be  deposited  into  a  state 
special  revenue  account  separate  from  all  other  funds.  A  change  in  statute  to  this  effect  would  enhance  the 
accountability  of  how  the  grant  funds  are  expended. 

LFD  Issue 

New  Proposals 

The  executive  will  be  introducing  legislation  that  would  implement  two  significant  modifications  to  the  RRGL:  1) 
double  the  funding  for  grants  from  $2.0  million  to  $4.0  million,  and  2)  amend  statute  to  allow  for  the  use  of  RRGL  grant 
monies  to  fund  administrative  costs. 

Although  no  specific  information  is  included  in  the  Governor's  Budget,  the  executive  is  proposing  an  increase  in  the 
level  of  funding  for  RRGL  grants  under  the  "Vision  2005"  initiative.  The  executive  proposes  to  change  the  statutory 
allocation  of  RIT  interest  from  $2.0  million  to  $4.0  million  to  be  appropriated  in  HB  6.    According  to  information 
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received  from  the  executive,  the  additional  $2.0  million  would  be  granted  to  irrigators  and  irrigation  districts  to  aid  in  the 
development  of  irrigation  feasibility  studies. 

In  addition,  the  executive  proposes  to  amend  85-1-604,  MCA,  to  allow  the  funds  statutorily  allocated  to  the  RRGL  to  be 
used  for  "administrative  expenses,  including  salaries  and  expenses  for  personnel,  equipment,  office  space,  and  other 
expenses  necessarily  incurred  in  the  administration  of  the  grant  and  loan  program"  (see  LC0327).  Specifically,  the 
Vision  2005  initiative  proposes  using  grant  monies  to  fund  3  new  FTE.  However,  if  this  recommendation  is  adopted  by 
the  1999  legislature,  Renewable  Resource  Grant  and  Loan  Program  grant  monies  could  also  be  used  to  fund  FTE  and 
other  operational  expenses  already  in  existence.  Moreover,  the  language  proposed  by  the  executive  states  that  these 
administrative  expenses  may  be  funded  before  funding  of  projects.  Currently,  costs  associated  with  administering  the 
RRGL  are  included  in  DNRC's  operating  budget,  which  is  presently  funded  primarily  from  interest  earnings  on  the 
Resource  Indemnity  Trust. 

Any  use  of  grant  monies  to  fund  administrative  costs  would  reduce  the  availability  of  funds  for  irrigation  districts,  local 
governments,  and  other  entities  to  implement  renewable  resource  projects. 

Loans 

HB  8  would  authorize  the  issuance  of  coal  severance  tax  bonds  to  provide  loans  for  the  Renewable  Resource  Grant  and 
Loan  Program,  many  of  which  would  be  subsidized  at  rates  based  on  borrowers'  affordability.  Proceeds  from  the 
issuance  of  bonds  are  used  to  fund  the  loans,  with  loan  repayments  used  to  pay  the  debt  service.  Because  these  are 
general  obligation  bonds,  they  constitute  a  state  debt  which  requires  a  two-thirds  vote  of  the  members  of  each  house. 
Moreover,  because  money  from  the  coal  severance  tax  bond  fund  is  pledged  for  debt  service  payments  on  the  bonds,  HB 
8  would  also  require  a  three-fourths  vote  of  the  members  of  each  house,  as  required  by  the  Montana  constitution. 

HB  8  would  authorize  7  new  RRGL  loans  totaling  $7.0  million,  as  shown  in  Table  1.  HB  8  also  includes  language  to 
reauthorize  nearly  $12.0  million  in  loans  previously  authorized  by  the  legislature  in  prior  biennia.  All  7  projects 
recommended  for  loan  authorizations  in  HB  8  are  also  recommended  for  grant  funding  in  HB  6.  However,  only  4  of 
those  projects  fall  within  the  level  of  grant  funding  currently  available.  HB  8  also  includes  language  authorizing  the 
issuance  of  bonds  to  fund  additional  loans  in  lieu  of  grants  for  projects  that  have  been  approved  but  do  not  fall  within  the 
available  funding  level  for  grants.  Because  RRGL  loans  are  funded  from  bond  proceeds,  it  is  not  necessary  to  prioritize 
the  projects. 

LFD  Issue 

CI-75 

The  passage  of  CI-75  has  raised  questions  regarding  the  state's  ability  to  issue  general  obligation  (G.O.)  bonds  both  in 
terms  of  1)  legal  issues,  and  2)  bond  ratings. 

Legal  Issues 

Current  statutory  language  authorizing  the  issuance  of  renewable  resource  G.O.  bonds  states: 

The  full  faith  and  credit  and  taxing  powers  of  the  state  are  pledged  for  the  prompt  and  full  payment  of  all  bonds 
issued. ..(85-1-617,  MCA). 

The  state's  bond  counsel  and  the  legislature's  director  of  legal  services  have  both  indicated  that  as  a  result  of  CI-75,  the 
above  language  should  be  amended  since  the  state  can  no  longer  pledge  "unlimited  taxing  powers"  for  the  payment  of 
bonds.   Although  this  issue  is  still  being  reviewed,  some  of  the  options  for  amending  statute  include  either  eliminating 
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any  reference  to  "taxing  powers"  or  redefining  them  as  "existing  taxing  powers".  Another  option  would  be  to  seek  voter 
approval  for  issuance  of  G.O.  bonds  to  be  backed  by  unlimited  taxing  power. 

Statute  currently  states  that  authorization  to  issue  G.O.  bonds  requires  a  two-thirds  vote  of  the  members  of  each  house. 
The  Constitution  provides  that  state  debt  may  be  created  when  authorized  by  a  two-thirds  vote  of  the  members  of  each 
house  or  "a  majority  of  the  electors  voting  thereon"  (Article  VIII,  section  8). 

Credit  Issues 

Regardless  of  how  the  legal  issues  related  to  CI-75  and  the  issuance  of  G.O.  bonds  are  resolved,  it  could  have  a  potential 
impact  on  the  state's  G.O.  bond  rating.  If  the  passage  of  CI-75  results  in  a  lower  bond  rating  for  the  state,  this  would 
likely  equate  to  higher  interest  costs.  However,  because  renewable  resource  bonds  are  backed  by  coal  severance  tax 
revenues,  the  adverse  impacts  of  CI-75  on  renewable  resource  bond  interest  costs  may  be  minimized.  Unfortunately,  the 
future  impacts  of  CI-75  on  the  cost  of  issuing  bonds  are  unknown  at  this  time. 

LFD  Issue 

New  Proposal 

The  statute  authorizing  the  issuance  of  renewable  resource  bonds  imposes  a  cap  on  the  total  principal  amount  outstanding 
at  any  time  of  $10.0  million.  The  executive  will  be  supporting  legislation  to  increase  this  cap  to  $20.0  million  as  part  of 
the  Governor's  economic  development  proposal. 

Because  the  executive  budget  does  not  provide  any  detailed  information  regarding  this  proposal,  it  is  difficult  to  evaluate 
its  merits  or  impacts.  Furthermore,  the  legislature  may  want  to  address  the  issues  related  to  CI-75  and  the  state's  ability 
to  issue  bonds  when  evaluating  the  executive  proposal  to  increase  renewable  resource  bonding  authority. 
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Reclamation  and  Development  Grant  Program 

Resource  indemnity  trust  interest  earnings  in  the  amount  of  $3.0  million  are  to  be  deposited  into  the  reclamation  and 
development  grant  account  each  biennium  for  the  purpose  of  making  grants  (15-38-202,  MCA).  The  Reclamation  and 
Development  Grant  Program  is  designed  to  fund  projects  that: 

"..indemnify  the  people  of  the  state  for  the  effects  of  mineral  development  on  public  resources  and  that  meet 
other  crucial  state  needs  serving  the  public  interest  and  the  total  environment  of  the  citizens  of  Montana"  (90-2- 
1102,  MCA). 

As  provided  in  statute,  projects  approved  under  the  RDGP  are  intended  to: 

1)  repair,  reclaim,  and  mitigate  environmental  damage  to  public  resources  from  non-renewable  resource 
extraction;  and 

2)  develop  and  ensure  the  quality  of  public  resources  for  the  benefit  of  all  Montana  citizens. 

The  Reclamation  and  Development  Grant  Program  is  also  administered  by  DNRC,  which  solicits,  evaluates,  and  ranks 
each  application  on  a  biennial  basis.  Those  eligible  to  apply  for  grants  include  state  and  local  governments,  political 
subdivisions,  and  tribal  governments.  Applications  are  evaluated  according  to  specific  criteria  related  to: 

1)  public  benefit; 

2)  need  and  urgency; 

3)  appropriateness  of  technical  design; 

4)  financial  feasibility;  and 

5)  project  management/organization. 

No  grant  may  exceed  $300,000.  DNRC  forwards  a  list  of  recommendations  to  the  Governor,  who  reviews  the  list  and 
submits  funding  recommendations  to  the  legislature.  The  $3.0  million  statutorily  allocated  to  the  RDGP  is  deposited  into 
the  reclamation  and  development  grants  state  special  revenue  account. 

Executive  Recommendation 

Table  2  lists  the  Reclamation  and  Development  Grant  Program  award  recommendations  presented  in  the  Governor's 
Budget  for  the  2001  biennium,  which  will  be  introduced  in  House  Bill  (HB)  7.  DNRC  received  21  applications  totaling 
$5.6  million  in  grant  requests.  The  executive  is  recommending  grant  awards  for  19  projects,  for  a  total  of  $4.6  million. 
The  $3.0  million  statutory  allocation  would  only  fund  the  first  1 1  executive  priorities.  The  Montana  Board  of  Oil  and 
Gas  Conservation  receives  $600,000  in  RDGP  priority  grant  funding  in  accordance  with  90-2-1 1 13,  MCA. 
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Table  2 
Reclamation  and  Development  Grant  Program 
2000-2001  Biennium  Grant  Recommendations 

Rank 

Applicant 

Grant 
Request 

Grant 

Recommended 

Cumulative 
Grant  Funding 

1 

Montana  Board  of  Oil  and  Gas  Conservation 

1999  "A"  Orphaned  Well  Plug  &  Abandonment  &  Site  Restoration 

$300,000 

$300,000 

$300,000 

2 

Montana  Board  of  Oil  and  Gas  Conservation 

1999  "B"  Orphaned  Well  Plug  &  Abandonment  &  Site  Restoration 

$300,000 

$300,000 

$600,000 

3 

Department  of  Environmental  Quality  -  Mine  Waste  Cleanup  Bureau 
Silver  Bow  Creek,  Streamside  Tailings,  Remedial  Action  (1) 

$300,000 

$300,000 

$900,000 

4 

Department  of  Environmental  Quality  -  Mine  Waste  Cleanup  Bureau 
Silver  Bow  Creek,  Streamside  Tailings,  Remedial  Action  (2) 

$300,000 

$300,000 

$1,200,000 

5 

Department  of  Environmental  Quality  -  Mine  Waste  Cleanup  Bureau 
Toston  Smelter  Reclamation  Project 

$300,000 

$300,000 

$1,500,000 

6 

Townsend,  City  of 

East  Pacific  Mine  Reclamation 

$202,500 

$202,500 

$1,702,500 

7 

Department  of  Environmental  Quality  -  Mine  Waste  Cleanup  Bureau 
Frohner  Mine  Reclamation  Project 

$300,000 

$300,000 

$2,002,500 

8 

Department  of  Environmental  Quality  -  Mine  Waste  Cleanup  Bureau 
Great  Republic  Smelter  Reclamation  Project 

$300,000 

$300,000 

$2,302,500 

9 

Park  Conservation  District 

Upper  Yellowstone  River  Cumulative  Effects  Investigation 

$299,940 

$299,940 

$2,602,440 

10 

Toole  County  Plugging  and  Abandonment, 
Aide  to  Independent  Small  Oil  Operators 

$300,000 

$300,000 

$2,902,440 

11 

Butte-Silver  Bow  Local  Government 

Upper  Clark  Fork  Basin;  Superfund  Technical  Assistance 

$95,236 

$95,236 

$2,997,676 

12 

Fergus  County  Conservation  District 

Central  Montana  Artesian  Basin  Groundwater  Project 

$283,113 

$150,000 

$3,147,676 

13 

Toole  County 

North  Toole  County  Reclamation  Project 

$300,000 

$150,000 

$3,297,676 

14 

Montana  Tech  of  the  University  of  Montana 
Champion  International  Gravel  Pit  Reclamation  Project 

$88,230 

$88,230 

$3,385,906 

15 

Department  of  Environmental  Quality  - 

Watershed  Management  Section    -     Implementing  Non  Point 

Source    Management  and  Total  Maximum  Daily  Loads  (TMDLs) 

$300,000 

$214,000 

$3,599,906 

16 

University  of  Montana  Department  of  Geology 
Remediation  of  Groundwater  at  Abandoned  Sites: 
Application  of  Permeable  Reactive  Wall  Technology 

$256,266 

$198,866 

$3,798,772 

17 

Butte-Silver  Bow  Local  Government 

Mining  City  Mineyard  Preservation  &  Enhancement 

$297,104 

$297,104 

$4,095,876 

18 

Department  of  Environmental  Quality 
Wetland  Inventory  of  Montana 

$300,000 

$300,000 

$4,395,876 

19 

Flathead  County  Board  of  County  Commissioners 
Assessment  of  Aggregate  Resources  in  Flathead  and  Missoula 
Counties 

$166,553 

$166,553 

$4,562,429 

Jefferson  County 

Water  Quality  and  Quantity  Management  Improvement  Project  for 

Jefferson  County 

$300,000 

$0 

$4,562,429 

Lewistown,  City  of 

Source  Location  of  Hazardous  Organic  Contaminants,  Big  Spring 

Creek  Drainage 

$290,610 

$0 

$4,562,429 

$5,579,552 

$4,562,429 

$4,562,429 
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LFD  Issue 

Accountability  for  Grant  Funds 

As  mentioned  above,  there  are  a  number  of  agencies  and  programs  that  receive  funding  from  the  RIGWAT  and  RIT 
interest  earnings.  Some  of  the  revenue  from  these  and  other  sources  is  deposited  into  the  same  account  as  the  $3.0 
million  allocated  for  grants  -  the  reclamation  and  development  grants  state  special  revenue  account.  During  the  interim, 
the  Legislative  Finance  Committee  heard  several  reports  regarding  the  co-mingling  of  these  funds  and  the  potential 
consequences  that  may  result  when  agencies  are  faced  with  RIT  revenue  shortfalls.  Specifically,  concerns  were  raised 
regarding  the  executive's  use  of  grant  funds  to  address  "cash  flow"  problems  rather  than  implement  budget  reductions. 
A  letter  from  the  Budget  Director  regarding  the  executive  plan  to  address  1999  biennial  RIT  shortfalls  states: 

"..the  RIT  accounts  have  been  negatively  appropriated  in  recent  biennia,  but  there  always  has  been  sufficient 
cash  flow,  primarily  due  to  lengthy  design  work  required  for  HB  6  and  HB  7  projects,  to  meet  the  ongoing 
agency  appropriations"  (see  memo  of  April  27,  1998) 

The  use  of  grant  monies  appropriated,  but  not  yet  spent,  to  address  revenue  shortfalls  for  other  programs  has  two  key 
implications: 

1 .  Statute  specifically  states  that  money  allocated  for  the  Reclamation  and  Development  Grant  Program  must 
be  used  only  for  grants  or  for  administrative  costs  specifically  related  to  the  grants,  therefore,  any  other  use 
of  these  funds  would  be  illegal. 

2.  The  use  of  grant  funds  provides  an  option  to  temporarily  address  revenue  shortfalls  in  lieu  of  reducing 
expenditures,  thereby  not  addressing  the  real  issue  of  an  imbalance  between  revenues  and  expenditures. 

Option 

If  the  intent  of  the  legislature  is  to  ensure  the  monies  allocated  for  Reclamation  and  Development  Grant  Program  grants 
are  used  for  grants  and  associated  costs  only,  as  statute  indicates,  one  option  is  to  recommend  that  the  $3.0  million  be 
deposited  into  a  state  special  revenue  account  separate  from  all  other  funds.  A  change  in  statute  to  this  effect  would 
enhance  the  accountability  of  how  the  grant  funds  are  expended. 

LFD  Issue 

New  Proposal 

In  addition  to  the  $600,000  priority  award  to  the  Montana  Board  of  Oil  and  Gas  Conservation  (Board)  provided  for  in 
statute,  the  Board  may  request  other  non-priority  grant  monies  to  fund  reclamation  projects.  When  the  Board  is  awarded 
Reclamation  and  Development  Grant  Program  funds  other  than  the  $600,000  priority  award,  statute  allows  them  to  use 
some  of  those  funds  to  cover  administrative  costs  for  the  projects  (90-2-1104,  MCA).  However,  the  current  statute 
prohibits  the  use  of  the  $600,000  priority  grant  monies  for  personnel  costs  or  general  operating  expenses. 

The  executive  will  be  supporting  legislation  to  remove  this  prohibition.  Additionally,  the  Governor's  budget  request 
includes  a  proposal  to  use  $7,500  each  fiscal  year  in  grant  money  to  fund  administrative  costs  associated  with  approved 
Reclamation  and  Development  Grant  Program  projects.  Administrative  costs  for  the  Board  are  funded  primarily  with  oil 
and  natural  gas  production  tax  revenues.  However,  if  the  Board  receives  the  ability  to  use  priority  grant  monies  to  fund 
administrative  costs,  any  offset  to  the  use  of  other  funds  would  not  necessarily  equate  to  a  sustained  level  of  spending. 
Rather,  any  revenues  currently  used  to  cover  the  $7,500  in  grant  administrative  costs  would  be  spent  on  other  Board 
operating  expenses. 
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The  Cultural  and  Aesthetic  Grant  Program,  administered  by  the  Montana  Arts  Council  (MAC),  is  funded  by  investment 
earnings  from  a  statutory  trust  which  receives  coal  severance  tax  revenues.  By  statute,  the  interest  from  the  cultural  trust 
is  to  be  appropriated  for  protection  of  works  of  art  in  the  State  Capitol  and  other  cultural  and  aesthetic  (C&A)  projects 
(15-35-108,  MCA).  Legislation  passed  by  the  Fifty-fifth  Legislature  resulted  in  a  number  of  changes  to  the  amount  and 
use  of  the  revenue  the  C&A  project  account  receives.  A  discussion  of  these  changes  is  provided  below  under  "Funding." 

Grant  applications  for  cultural  and  aesthetic  projects  are  submitted  to  the  MAC  on  a  biennial  basis.  Eligible  applicants 
include  the  state  of  Montana  and  regional,  county,  city,  town,  or  Indian  tribal  governments.  A  16-member  Cultural  and 
Aesthetic  Projects  Advisory  Committee,  with  eight  members  appointed  by  the  Montana  Arts  Council  and  eight  appointed 
by  the  Montana  Historical  Society,  reviews  each  application.  The  committee  prioritizes  the  requests  and  makes  funding 
recommendations  to  the  legislature  as  part  of  the  Executive  Budget.  All  grants  require  legislative  approval  in  accordance 
with  Title  22,  Chapter  2,  Part  3,  MCA. 

Table  1  details  the  history  of  the  C&A  project  account. 


Table 

1 

History 

of  Cultural  and  Aesthetic  Project 

Acco 

unt 

Funds 

Funds 

Numbe 

rof 

Bienniurr 

Appropriated 

Expended 

Projects 

1979 

$50,000 

$50,000 

1 

1981 

140,000 

140,000 

3 

1983 

641,680 

602,042 

15 

1985 

823,479 

810,704 

39 

1987 

1,476,511 

1,414,114 

63 

1989 

1,211,817 

1,099,290 

53 

1991 

1,298,788 

1,184,661 

65 

1993 

1,551,323 

1,531,239 

88 

1995 

1,706,735 

1,267,952 

93 

1997 

857,926 

852,003 

77 

1999 

1,489,453 

1,422,299 

Est. 

81 

Actual  expenditures  for  the  1995  biennium  were  considerably  lower  than  the  amount  appropriated  due  to  revenue 
shortfalls.  The  decline  in  interest  income  was  the  reason  for  the  large  decrease  in  appropriations  that  occurred  between 
the  1995  and  1997biennia. 

Executive  Proposal 

The  Governor's  recommendation  for  C&A  grants  will  be  introduced  in  HB  9.  The  first  HB  9  priority  recommended  for 
funding  is  a  $15,000  appropriation  to  the  Montana  Historical  Society  for  the  care  and  conservation  of  capitol  complex 
artwork,  in  accordance  with  2-17-805,  MCA.  The  second  priority  is  for  83  C&A  grant  awards  totaling  nearly  $1.3 
million.  These  second  priority  awards  are  listed  in  Table  2  in  priority  order.  The  executive  budget  also  includes  a 
recommendation  for  $261,891  in  C&A  funds  to  be  appropriated  in  HB  2  to  fund  MAC  administrative  costs.  Total 
executive  recommendations,  therefore,  are  $1.5  million. 
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Table  2 

Cultural  &  Aesthetic  Grant  Program 

Grant  Recommendations 

2001  Biennium 

Grant          Cummulative 

Rank                              Applicant 

Request  Recommendations 

Total 

Special  Projects  -  $4,500  or  less 

1 

First  Night  Missoula 

$4,140 

$4,140 

$4,140 

2 

Bonnie  Cypher,  S.  Morehouse,  C.  Schaeffer 

1,300 

1,100 

5,240 

3 

Montana  Preservation  Alliance 

4,500 

4,500 

9,740 

4 

Museums  Association  of  Montana 

4,469 

3,818 

13,558 

5 

Montana  Agricultural  Center  and  Museum 

4,400 

4,400 

17,958 

6 

Butte  Symphony  Orchestra 

4,500 

3,350 

21,308 

7 

Yellowstone  Ballet  Company 

4,500 

4,500 

25,808 

8 

Montana  Watercolor  Society 

4,374 

2,965 

28,773 

9 

International  Choral  Festival,  Inc. 

3,550 

3,550 

32,323 

10 

Blackfeet  Tribe 

4,500 

4,500 

36,823 

11 

Anaconda-Deer  Lodge  County  Historical  Society 

1,800 

1,200 

38,023 

12 

Council  for  the  Arts,  Inc.,  Lincoln 

2,500 

2,500 

40,523 

13 

Charlo  School  District  7J 

4,500 

2,000 

42,523 

14 

Five  Rivers  Festival 

4,500 

1,500 

44,023 

15 

Heron  Players 

3,000 

3,000 

47,023 

16 

Libby  Fine  Arts  Group,  Inc. 

4,500 

1,200 

48,223 

17 

Inst,  for  Afr./Am.  Folk  Culture/Alan  Thompson 

4,050 

0 

48,223 

Special  Projects 

1 

Montana  Committee  for  the  Humanities 

45,400 

40,000 

88,223 

2 

Rattlesnake  Productions,  Inc. 

30,000 

20,000 

108,223 

3 

Montana  Historical  Society 

33,247 

33,000 

141,223 

4 

Montana  State  Historical  Society  Records  Advisory  Board 

35,000 

30,000 

171,223 

5 

Montana  Repertory  Theatre 

40,000 

40,000 

211,223 

6 

Hockaday  Museum  of  Art 

30,000 

25,000 

236,223 

7 

Missoula  Children's  Theatre,  Inc. 

80,000 

40,000 

276,223 

8 

Montana  Performing  Arts  Consortium 

40,000 

30,000 

306,223 

9 

Glacier  Orchestra  and  Chorale 

25,000 

20,000 

326,223 

10 

\Afestem  Heritage  Center 

20,000 

15,000 

341,223 

11 

Miles  Community  College 

8,000 

6,000 

347,223 

12 

Whitefish  Theatre  Company 

18,700 

18,700 

365,923 

13 

Paris  Gibson  Square  Museum  of  Art 

32,640 

26,000 

391,923 
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Table  2  (cont'd.) 

Cultural  &  Aesthetic  Grant  Program 

Grant  Recommendations 

2001  Biennium 


Rank 


Applicant 


Grant  Cummulative 

Request  Recommendations        Total 


14 

Montana  Historic  Quilt  Project 

$5,000 

$5,000 

$396,923 

15 

Helena  Symphony  Society 

20,000 

13,000 

409,923 

16 

Yellowstone  County  Museum  Foundation 

17,768 

17,000 

426,923 

17 

Wakina  Sky  Learning  Circle 

2,500 

2,500 

429,423 

18 

Museum  of  the  Rockies 

31,000 

25,000 

454,423 

19 

Montana  Indian  Art  &  Culture  Assn. 

68,330 

15,000 

469,423 

20 

Gallatin  County  Historical  Society 

26,000 

18,000 

487,423 

21 

Missoula  Symphony  Association 

14,000 

12,000 

499,423 

22 

Very  Special  Arts  Montana 

12,600 

9,000 

508,423 

23 

Meadowlark  Fund 

50,000 

40,000 

548,423 

24 

Montana  State  University-Billings 

10,000 

7,000 

555,423 

25 

Museum  of  Fine  Arts,  University  of  Montana 

42,674 

15,000 

570,423 

26 

Montana  Alliance  for  Arts  Education 

19,000 

10,000 

580,423 

27 

Missoula  Writing  Collaborative 

16,000 

8,000 

588,423 

28 

Broadwater  Productions  dba  Grandstreet  Theatre 

12,600 

6,300 

594,723 

29 

Bitter  Root  RC  &  D  Area,  Inc. 

84,816 

4,000 

598,723 

30 

Bertha  Kassing 

22,000 

4,000 

602,723 

31 

Spring  Meadow  Resources,  Inc. 

30,000 

10,000 

612,723 

32 

Ope 

Missoula  Community  Access  Television 
rational  Support 

21,233 

7,000 

619,723 

1  Writer's  Voice  of  the  Billings  YMCA 

2  Custer  County  Art  Center 

3  Vigilante  Players,  Inc. 

4  Carbon  County  Historical  Society 

5  Helena  Presents,  Inc. 

6  Montana  Arts 

7  Montana  Art  Gallery  Directors  Assn. 

8  Montana  Shakespeare  in  the  Parks 

9  Montana  Transport  Company 

1 0  Yellowstone  Art  Museum 

1 1  Great  Falls  Symphony  Assn,  Inc. 

1 2  Butte  Center  for  the  Performing  Arts 


27,500 
26,740 
25,000 
20,000 
60,000 
40,000 
35,000 
32,000 
20,000 
80,774 
20,000 
29,000 


27,500 
22,000 
25,000 
20,000 
40,000 
28,000 
31,000 
26,000 
15,000 
35,000 
15,000 
20,000 


647,223 
669,223 
694,223 
714,223 
754,223 
782,223 
813,223 
839,223 
854,223 
889,223 
904,223 
924,223 
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Table  2  (cont'd.) 

Cultural  &  Aesthetic  Grant  Program 

Grant  Recommendations 

2001  B 

ennium 

Grant 

Cummulative 

Rank                         Applicant 

Request     Recommendations 

Total 

Operational  support  (Continued) 

13 

Archie  Bray  Foundation  for  the  Ceramic  Arts 

$30,000 

$22,000 

$946,223 

14 

Alberta  Bair  Theater 

30,000 

20,000 

966,223 

15 

Garden  City  Ballet  of  Montana 

6,000 

4,000 

970,223 

16 

Billings  Symphony  Society 

30,000 

20,000 

990,223 

17 

Young  Audiences  of  Western  Montana 

16,000 

12,000 

1,002,223 

18 

Montana  Dance  Arts  Assn. 

6,000 

6,000 

1,008,223 

19 

Holter  Museum  of  Art 

30,000 

20,000 

1,028,223 

20 

Montana  Association  of  Symphony  Orchestras 

20,000 

15,000 

1,043,223 

21 

Montana  Ballet  Company 

20,000 

10,000 

1,053,223 

22 

Artists  Group 

18,600 

8,000 

1,061,223 

23 

Bozeman  Symphony  Society 

20,000 

10,000 

1,071,223 

24 

Helena  Art  Center 

16,000 

8,000 

1,079,223 

25 

Montana  Chorale 

10,500 

7,500 

1,086,723 

26 

Little  Red  School  House,  Inc. 

36,665 

6,600 

1,093,323 

27 

Montanans  for  Quality  Television 

15,000 

7,400 

1,100,723 

Capital  Expenditure 

1 

Art  Museum  of  Missoula 

13,750 

13,750 

1,114,473 

2 

Cascade  County  Historical  Society 

50,000 

30,000 

1,144,473 

3 

Fort  Peck  Fine  Arts  Council 

19,750 

16,000 

1,160,473 

4 

Billings  Preservation  Society 

50,000 

30,000 

1,190,473 

5 

C.  M.  Russell  Museum 

75,000 

35,000 

1,225,473 

6 

Emerson,  Inc. 

39,220 

20,000 

1,245,473 

7 

Arlee  Historical  Society,  Inc. 

5,000 

2,887 

1,248,360 

8 

Hamilton  Players,  Inc. 

24,538 

15,000 

1,263,360 

9 

Performing  Arts  Advisory  Board:  WMC-UM 

303,389 

0 

1,263,360 

10 

Downtown  Helena  BID 

40,000 

0 

1,263,360 

Totals 

$2,350,017 

$1,263,360 

$1,263,360 
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Funding 

Prior  to  the  1997  legislative  session,  the  C&A  Grant  Program  was  funded  entirely  with  interest  earnings  from  the  cultural 
trust.  However,  the  1997  legislature  appropriated  $3.9  million  —approximately  half  of  the  trust  corpus  -  to  help  fund  the 
purchase  of  Virginia  City  and  Nevada  City  properties. 

In  order  to  compensate  for  the  lost  interest  earnings  that  would  result  from  the  reduced  corpus,  the  1997  legislature 
allocated  .87  percent  of  coal  severance  tax  revenue  to  the  C&A  project  account  for  the  1999  biennium  only.  Of  this 
amount,  .63  percent  was  previously  allocated  to  the  cultural  trust.  Consequently,  the  trust  was  capped  for  fiscal  years 
1998  and  1999.  Beginning  in  fiscal  year  2000,  15-38-108,  MCA,  provides  that  .63  percent  of  coal  severance  tax  income 
will  again  flow  into  the  trust  and  not  into  the  C&A  project  account.  The  remaining  .24  percent  of  coal  severance  taxes 
allocated  to  the  C&A  project  account  for  the  1999  biennium,  was  previously  part  of  the  flow  into  the  general  fund. 
Beginning  in  fiscal  year  2000,  this  amount  is  once  again  statutorily  allocated  to  the  general  fund.  Thus,  for  the  2001 
biennium,  the  only  funding  for  the  C&A  program  provided  for  in  statute  is  the  interest  income  from  the  cultural  trust. 

Based  on  the  assumptions  adopted  by  the  Revenue  Oversight  Committee  (ROC)  on  November  13,  1998,  interest 
earnings  on  the  cultural  trust  will  total  $644,000  for  the  2001  biennium.  As  mentioned  above,  the  executive  budget 
includes  approximately  $1.5  million  in  expenditures  associated  with  the  C&A  Grant  Program.  Table  3  shows  the 
projected  fund  balance  for  the  2001  biennium  based  on  the  projected  revenues  and  proposed  expenditures. 


Table  3 

Cultural  &  Aesthetic  Grant  Program 

Fund  Balance  Projection, 

2001  Biennium 

Estimated  Beginning  Fund  Balance 

$0 

'Revenue  Projections 

Fiscal  2000  Interest 

$315,000 

Fiscal  2001  Interest 

329.000 

Total  Funds  Available 

$644,000 

Proposed  Expenditures 

Administration  and  Folklife 

$261,891 

Capitol  Mural  Restoration 

15,000 

Grants 

1.263.360 

Total  Expenditures 

(1,540,251) 

Projected  Ending  Fund  Balance 

$ 

(896,251) 

Executive  General  Fund  Proposal 

670,000 

Projected  Ending  Fund  Balance  if  General 

Fund  Revenue  is  Appropriated 

$_ 

(226.251^ 

'Based  on  assumptions  adopted  by  ROC. 

As  shown  in  Table  3,  the  Governor's  Budget  requests  a  one-time-only  general  fund  appropriation  to  the  C&A  Grant 
Program  of  $670,000.  If  this  request  were  approved  by  the  1999  legislature,  there  would  still  be  a  shortfall  of  $226,251 
to  fund  the  grants  listed  in  Table  2.  The  C&A  project  account  is  estimated  to  have  a  beginning  fund  balance  of  $0  for  the 
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2001  biennium,  as  revenues  are  projected  to  be  short  of  total  appropriations.  Thus,  the  MAC  will  expend  all 
appropriation  authority  up  to  the  revenue  available.  Language  in  HB  9  from  the  1997  session,  provides  a  "reduction  in 
grant"  mechanism  that  allows  the  MAC  to  do  this.  Revenue  shortfalls  will  impact  two  HB  9  projects:  1)  the  Museum  of 
the  Rockies  will  not  receive  any  of  their  $20,000  grant  award,  and  2)  the  $95,000  appropriation  to  the  Montana 
Historical  Society  for  "capital  stained  glass  restoration"  will  be  reduced  to  about  half. 

LFD  Issue 

Revenue  Estimates 

The  executive  recommendation  for  the  C&A  Grant  Program  includes  a  revenue  estimate  of  $616,000  in  cultural  trust 
interest  earnings  (see  Executive  Budget,  Fiscal  Years  2000  -  2001,  p.  F-17).  This  level  of  funding  is  based  on  the 
executive's  revenue  estimates.  As  with  all  of  the  Governor's  recommendations,  the  executive  has  chosen  to  disregard 
the  official  legislative  revenues  estimates  adopted  by  the  ROC.  The  official  ROC  estimate  for  cultural  trust  interest 
earnings  is  $644,000  as  shown  in  Table  3. 

LFD  Issue 

Revenue  Shortfall 

Historically,  language  contained  in  HB  9  to  address  revenue  shortfalls  has  provided  for  reduction  of  grants  on  a  pro  rata 
basis,  based  on  recommendations  by  the  MAC.  This  methodology  differs  from  the  way  reduced  funding  of 
appropriations  is  handled  by  other  grant  programs,  where  authorization  is  given  to  fully  fund  projects  based  on  priority 
status  and  available  funding.  The  methodology  utilized  for  the  C&A  grant  program  may  result  in  all  projects  being  only 
partially  funded,  therefore  being  disruptive  to  aU  C&A  grant  recipients. 

The  Executive  Budget  alludes  to  the  fact  that  HB  9  provides  "a  mechanism  for  spending  the  funds"  should  revenues  be 
insufficient  to  fund  all  84  grant  awards.  However,  no  specific  information  is  presented  in  the  Executive  Budget  for 
legislative  consideration.  Therefore,  the  legislature  may  wish  to  consider  the  following  options: 

1 )  Maintain  the  status  quo  by  including  language  in  HB  9  that  allows  the  MAC  to  reduce  all  grants  on  a  pro  rata  basis. 

2)  Include  language  in  HB  9  directing  the  MAC  to  actually  fund  grants  on  a  priority  basis  as  revenues  become 
available,  rather  than  risk  the  need  to  reduce  all  awards  and  potentially  disrupt  or  jeopardize  projects  already  in 
progress. 

During  the  1995  biennium,  cultural  trust  interest  earnings  were  significantly  lower  than  what  the  1993  legislature 
estimated.  Consequently,  the  MAC  implemented  a  voluntary  across-the-board  reduction  in  grant  funding  for  all  C&A 
grant  recipients.  Although  many  recipients  were  able  to  comply,  in  some  cases  the  funds  had  already  been  spent  or 
grantees  opted  not  to  comply  with  the  request. 

LFD  Issue 

General  Fund  Appropriation 

The  Executive  Budget  contains  a  recommendation  to  fund  the  C&A  Grant  Program  with  $670,000  in  general  fund 
monies.  As  with  all  general  fund  proposals,  the  1999  legislature  will  be  charged  with  determining  how  to  prioritize  the 
funds  available  based  on  the  numerous  demands.  If  the  requested  $670,000  appropriation  were  approved,  however,  it 
would  represent  a  significant  policy  change  by  supplementing  state  special  revenue  with  general  fund  to  fund  C&A  grant 
awards. 
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If  the  request  to  partially  fund  the  C&A  Grant  Program  with  general  fund  is  not  approved,  the  legislature  will  have  to 
decide  how  to  allocate  the  $644,000  available.  If  $261,891  of  this  amount  is  appropriated  to  fund  administrative  costs, 
only  $382,109  will  be  available  to  fund  grants.  If  the  request  were  approved,  the  general  fund  revenue  would  offset 
some  of  the  interest  earnings  that  would  have  been  realized,  had  the  corpus  of  the  trust  not  been  reduced  in  fiscal  1997. 
Some  of  the  options  available  for  legislative  consideration  include: 

1)  Approve  the  Governor's  request  for  a  one-time-only  use  of  general  fund  revenue  to  fund  the  C&A  grants. 

2)  Deny  the  use  of  general  fund  revenue  for  C&A  grants,  appropriating  only  the  $644,000  to  be  allocated  between 
grants  and  administrative  costs. 

3)  Deny  the  request  for  use  of  general  fund  revenue  and  provide  a  legislative  proposal  prioritizing  use  of  the  interest 
income  for  C&A  grants  only. 

LFD  Issue 

Future  C&A  Funding 

Regardless  of  whether  or  not  the  1999  legislature  approves  the  executive  request  to  partially  fund  the  C&A  Grant 
Program  with  general  fund  revenue,  the  executive  proposal  clearly  states  this  is  a  "one-time-only"  request.  Thus,  the 
Executive  Budget  contains  no  direction  to  provide  on-going  funding  for  the  C&A  grants  beyond  interest  earnings,  while 
the  principal  of  the  trust  grows  to  its  pre- 1997  level.  Without  a  means  for  continued  funding  to  offset  lost  interest 
earnings,  the  amount  of  revenue  available  to  fund  grants  and  administration  for  the  2003  biennium  would  likely  be 
between  $600,000  and  $700,000.  If  nearly  $300,000  of  this  amount  were  again  appropriated  to  the  MAC  for 
administrative  costs,  only  $300,000  to  $400,000  would  be  available  to  fund  C&A  grants.  In  another  words,  there  would 
be  nearly  a  one-to-one  relationship  between  every  grant  dollar  awarded  and  the  corresponding  cost  of  administration. 

This  concept  seems  counter- intuitive.  As  the  level  of  grant  funding  is  reduced,  the  cost  of  administering  those  grants 
should  also  decline. 

Therefore,  the  legislature  may  want  to  consider  the  following  options: 

1)  Establish  a  C&A  grant  funding  source  -  such  as  the  general  fund  -  in  addition  to  the  trust  interest  earnings,  until  the 
principal  of  the  trust  grows  to  its  pre- 1997  level.  Based  on  ROC  estimates,  .63  percent  of  coal  severance  tax  revenue 
for  the  2001  biennium  would  equate  to  $409,000.  At  this  level  of  income,  it  would  take  nearly  10  biennia  to  recoup 
the  $3.9  million  in  principal  appropriated  last  session. 

2)  To  compensate  for  reduced  interest  earnings,  the  legislature  could  minimize  or  eliminate  the  use  of  cultural  trust 
interest  to  fund  administrative  costs. 
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The  Executive  Budget  includes  a  request  for  authorization  to  issue  $25.0  million  in  general  obligation  (G.O.)  bonds  to 
fund  an  information  technology  project  at  the  Department  of  Revenue  (DOR).  The  Executive  Budget  states  the  funds  are 
to  be  used  to  "continue  DOR  integrated  system  development." 

Information  received  from  the  DOR  refers  to  this  project  as  Phase  II  of  the  development  of  an  integrated  tax  and  revenue 
system.  Phase  I  was  funded  by  the  1997  legislature  in  House  Bill  (HB)  188,  including  $14.0  million  to  fund  integrated 
revenue  and  tax  systems  and  $3.8  million  for  a  revenue  processing  center. 

Phase  I  -  Integrated  Tax  System 

Major  components  of  the  $14.0  million  tax  integration  project  were  to  include:  1)  consolidation  of  employers'  reporting 
for  income  tax  withholding,  old  fund  liability  tax,  and  unemployment  insurance  contributions;  2)  income  tax 
modernization;  and  3)  property  tax  integration.  The  original  funding  requested  for  Phase  I  totaled  $17.8  million.  In 
response  to  the  reduction  in  funding  ($3.8  million),  the  executive  indicated  the  income  tax  modernization  component 
would  be  downsized. 

Revenue  Processing  Center 

DOR's  initial  request  for  funding  the  creation  of  a  revenue  process  center  totaled  $6.2  million  in  bonding  authorization, 
which  was  ultimately  reduced  to  $3.8  million.  The  intent  of  this  project  was  to  centralize  the  state's  revenue  collection 
and  information  processing.  This  appropriation  was  included  as  part  of  the  project  entitled  the  "Montana  Project  to 
Reengineer  Revenue  and  the  Information  Management  Environment"  or  MT  PRRIME. 

LFD  Issue 

Lack  of  Information 

To  date,  the  Executive  Budget  and  inquiries  to  the  DOR  have  produced  few  details  regarding  what  the  bond  proceeds 
will  be  spent  on  and  what  those  expenditures  will  produce.  According  to  the  DOR,  Phase  II  would  add  additional  tax 
types  to  the  core  integrated  tax  system,  including: 

a  property  tax  component; 

a  corporate  income  tax  component; 

a  natural  resource  tax  component; 

an  individual  income  tax  component;  and 

other  business  taxes. 

The  DOR  has  indicated  the  majority  of  the  funds  (approximately  90  percent)  would  be  spent  on  contracted  services  and 
the  remaining  funds  (10  percent)  may  be  used  to  purchase  hardware  and  software.  Based  on  the  lack  of  detail  available 
at  the  time  of  this  report,  the  legislature  may  wish  to  ask  the  executive  the  following  questions  when  considering  DOR's 
proposal: 

1.  If  the  appropriation  for  Phase  I  included  an  income  tax  and  property  tax  component,  why  are  they  also  included 
in  Phase  II? 

2.  The  DOR  recently  completed  implementing  a  new  corporation  tax  system,  so  what  would  the  proposed  new 
funding  for  a  corporate  tax  component  be  used  for? 

3.  What  are  the  specific  details  as  to  how  the  $25.0  million  will  be  spent  and  what  will  it  buy? 
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4.  What  is  the  relationship  between  the  proposed  integrated  tax  system  and  the  Governor's  tax  policy  initiatives? 

5.  What  impact  does  the  passage  of  CI-75  have  on  the  development  and  integration  of  tax  systems? 

6.  What,  if  any,  is  the  relationship  between  the  proposed  project  to  develop  and  integrate  the  various  tax  systems  to 
the  Year  2000  problem,  especially  since  the  project  would  not  be  complete  until  after  the  year  2000? 

LFD  Issue 

Project  Cost 

The  total  DOR  request  to  the  1997  legislature  for  development  and  integration  of  tax  and  revenue  systems  was  $24.0 
million.  The  amount  authorized  was  $17.8  million  for  a  reduction  of  $6.2  million.  If  the  $25.0  million  request  were 
granted,  total  funds  appropriated  to  the  DOR  for  bonded  information  technology  projects  would  equal  $42.8  million. 

The  DOR  received  $6.2  million  less  than  was  requested  during  the  1997  legislature.  In  their  initial  EPP  request  for  the 
2001  biennium,  the  total  cost  of  Phase  II  was  estimated  to  be  $12.2  million.  The  final  request  to  the  legislature  totals 
$25.0  million.  In  addition  to  the  lack  of  detail  regarding  the  proposed  expenditure  of  $25.0  million,  the  magnitude  of  the 
request  raises  a  number  of  issues  the  1999  legislature  may  wish  to  address. 

1 .  What  will  the  state  get  for  the  $  1 7.8  million  already  appropriated? 

2.  What  is  the  relationship  between  Phase  I  and  Phase  II? 

3.  What  are  the  consequences  if  Phase  II  is  not  implemented? 

4.  How  was  the  $25.0  million  estimate  developed?   What  methodology  was  used?   Are  the  estimates  based  on  a 
completed  system  design  package  and  detailed  estimates? 

5.  What  are  the  projected  annual  operating  costs  of  the  system  once  complete? 

LFD  Issue 

Bonding 

The  Executive  Budget  includes  an  estimate  for  general  fund  debt  service  obligations  of  $3.1  million  annually  beginning 
in  fiscal  2001 .  This  estimate  is  based  on  a  rate  of  4.25  percent  for  a  term  of  10  years.  In  addition,  the  Governor's  request 
for  the  Long-Range  Building  Program  (LRBP)  for  the  2000  biennium  includes  $35.2  million  in  bonding.  Although  the 
Governor's  LRBP  bonding  proposal  is  not  directly  related  to  the  Governor's  bonding  proposal  for  information 
technology  (IT),  both  would  require  funding  from  the  issuance  of  G.O.  bonds  that  would  be  paid  for  with  general  fund 
monies.  Based  on  an  interest  rate  of  5.25  percent  for  a  20-year  term,  a  $35.2  million  LRBP  bond  issue  would  result  in 
$2.9  million  in  new  annual  general  fund  debt  service  (a  longer-term  bond  results  in  a  higher  interest  rate). 

Consequently,  the  Governor's  2001  biennium  request  for  bonded  programs  could  cost  the  general  fund  as  much  as  $6.0 
million  per  fiscal  year  or  $12.0  million  per  biennium,  over  a  10-year  period,  in  addition  to  existing  general  fund  debt 
service  obligations. 
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LFD  Issue 

CI-75 

In  the  past,  G.O.  bonds  were  backed  by  the  full  faith  and  credit  and  taxing  powers  of  the  state.  The  passage  of  CI-75, 
however,  has  raised  some  questions  regarding  the  state's  ability  to  issue  G.O.  bonds  both  in  terms  of  1)  legal  issues,  and 
2)  bond  ratings. 

Legal  Issues 

Current  statutory  language  authorizing  the  issuance  of  G.O.  bonds  states: 

"The  full  faith  and  credit  and  taxing  powers  of  the  state  must  be  pledged  for  the  payment  of  all  bonds  and  notes 
issued...  (17-5-802,  MCA)." 

The  state's  bond  counsel  and  the  legislature's  director  of  legal  services  have  both  indicated  that  as  a  result  of  CI-75,  the 
above  language  should  be  amended  since  the  state  can  no  longer  pledge  "unlimited  taxing  powers"  for  the  payment  of 
bonds.  Although  this  issue  is  still  being  reviewed,  some  of  the  options  for  amending  statute  include  either  eliminating 
any  reference  to  "taxing  powers"  or  redefining  them  as  "existing  taxing  powers".  Another  option  would  be  to  seek  voter 
approval  for  issuance  of  G.O.  bonds  to  be  backed  by  unlimited  taxing  power. 

Statute  currently  states  that  authorization  to  issue  G.O.  bonds  requires  a  two-thirds  vote  of  the  members  of  each  house. 
The  Constitution  provides  that  state  debt  may  be  created  when  authorized  by  a  two-thirds  vote  of  the  members  of  each 
house  or  "a  majority  of  the  electors  voting  thereon"  (Article  VIII,  section  8). 

Credit  Issues 

Regardless  of  how  the  legal  issues  related  to  CI-75  and  the  issuance  of  G.O.  bonds  are  resolved,  CI-75  could  have  a 
potential  impact  on  the  state's  G.O.  bond  rating.  The  state's  inability  to  pledge  unlimited  taxing  powers  could  result  in  a 
lower  bond  rating  which  would  likely  reduce  the  marketability  of  G.O.  bonds.  Thus,  if  the  passage  of  CI-75  results  in  a 
lower  bond  rating  for  the  state,  this  would  likely  equate  to  higher  interest  costs.  Unfortunately,  the  future  impacts  of  CI- 
75  on  the  cost  of  issuing  bonds  are  unknown  at  this  time. 

LFD  Issue 

Cost-Benefit  Analysis 

Based  on  an  annual  principal  and  interest  cost  of  $3.1  million  for  10  years,  the  total  amount  the  executive  request  for 
information  technology  bonding  would  cost  the  state  of  Montana  is  $3 1 .0  million.  Thus,  in  addition  to  asking  the  DOR 
to  provide  detailed  information  regarding  what  $25.0  million  in  bond  proceeds  would  be  used  for,  the  legislature  may 
wish  to  seek  justification  regarding  the  benefits  to  be  realized  from  expenditure  of  these  funds. 

1 .  What  are  the  benefits  to  be  derived  from  the  system?  Is  implementation  of  the  proposal  cost-effective?  If 
so,  who  will  benefit  (i.e.,  state  government,  local  government,  etc.)? 

2.  Since  the  executive  is  proposing  debt  service  for  the  bonds  be  funded  with  general  fund,  what  benefits  to  the 
general  fund  will  be  realized?  If  non-general  fund  accounts  will  benefit,  why  shouldn't  they  be  expected  to 
help  fund  debt  service  obligations? 

An  analysis  of  the  cost-benefit  information  provided  by  DOR  can  be  found  in  Section  A,  Volume  I  of  the  Legislative 
Fiscal  Division  Budget  Analysis.   Essentially,  the  analysis  suggests  the  true  cost  of  implementing  Phase  II  may  exceed 

Information  Technology  Bond  Proposal  F-46  Long-Range  Planning 


Information  Technology  Bond  Proposal 


the  actual  benefits  to  be  derived  from  the  project  for  a  couple  of  reasons.  First,  DOR  did  not  take  into  account  net 
present  value  when  determining  project  benefits,  yet  DOR  implicitly  considered  net  present  value  of  costs  by  listing 
them  as  debt  service  costs.  Moreover,  the  department's  cost-benefit  analysis  included  a  period  of  1998  to  2007.  Because 
the  10-year  bonds  would  not  be  issued  until  2001,  this  period  excludes  the  final  3  years  of  debt  service  payments.  Thus, 
the  legislature  may  wish  to  ask  the  DOR  to  provide  their  cost-benefit  justification. 

LFD  Issue 

Information  Technology  as  a  Capital  Investment 

Bonding  for  information  technology  had  never  been  utilized  by  the  state  of  Montana  prior  to  the  passage  of  HB  1 88  by 
the  1997  legislature.  Although  the  state  has  included  information  technology  funding  in  agency  budgets  for  a  number  of 
years,  funding  requests  had  never  included  projects  of  the  complexity  and  magnitude  of  those  presented  to  the  1997  and 
1999  legislatures.  Because  major  investments  in  information  technology  are  now  being  given  the  same  consideration  as 
other  capital  investments,  a  number  of  additional  questions  arise  which  the  1999  legislature  may  wish  to  address. 

1 .  Should  the  state  be  bonding  for  all  information  technology  projects,  including  those  presented  in  agency  budget 
requests?  In  other  words,  why  should  the  state  bond  only  for  the  DOR  project? 

2.  The  1997  legislature  required  agencies  who  were  using  bond  proceeds  to  fund  equipment  purchases  to  issue 
bonds  for  a  4  or  5-year  term,  rather  than  a  10-year,  to  correlate  with  the  life  of  the  asset.  If  a  portion  of  DOR' s 
bonding  request  is  for  the  purchase  of  equipment,  should  the  associated  bonds  be  issued  for  a  term  shorter  than 
10  years? 

3.  Should  the  state  be  issuing  bonds  for  systems  development  for  a  term  of  10  years?  What  is  the  life  expectancy 
of  the  systems  to  be  developed? 

4.  Will  the  systems  proposed  for  tax  integration  be  developed  in-house,  or  will  off-the-shelf  systems  be 
purchased? 

•  If  they  are  to  be  purchased  off-the-shelf,  what  sort  of  product  upgrades  and  associated  costs  will  the  state  be 
subject  to? 

•  If  the  systems  are  to  be  developed  in-house,  is  the  legislature  prepared  to  fund  future  system  maintenance  in 
the  same  way  maintenance  of  other  capital  projects  is  funded? 

LFD  Issue 

Information  Technology  Cost-Effectiveness 

Bonded  projects  approved  by  the  1997  legislature  for  information  technology  totaled  $43.0  million  for  6  different 
projects,  all  of  which  were  included  in  HB  188.  The  2  largest  appropriations  made  were  $14.0  million  to  DOR  for  Phase 
I  of  tax  integration  (described  above)  and  $19.8  million  for  MT  PRRIME,  including  $3.8  million  for  the  revenue 
processing  center.  Bonding  was  also  authorized  for  projects  including  a  new  budget  system  and  systems  development  at 
the  Departments  of  Corrections  and  Labor,  as  well  as  the  University  System. 

During  their  presentations  to  the  1997  legislature,  the  executive  touted  these  projects  as  investments  that  would 
ultimately  save  taxpayer  dollars.  In  fact,  the  original  fiscal  note  for  HB  1 88  produced  by  the  Office  of  Budget  and 
Program  Planning  (OBPP)  stated  that: 
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"Replacement  of  the  legacy  systems  will  result  in  a  long-term  elimination  of  68.0  FTE  at  a  savings  of  about 
$2.17  million  per  year  in  fiscal  year  1999  dollars." 

A  revised  HB  188  fiscal  note  produced  during  the  session  modified  this  statement  to  read: 

"It  is  projected  that  the  efficiencies  associated  with  implementation  of  new  systems  will  allow  for  a  $2.0  million 
on-going  annual  reduction  in  personal  services  expenditures." 

During  the  hearing  process,  OBPP  personnel  clarified  68.0  FTE  were  not  likely  to  be  eliminated,  but  that  the  equivalent 
monetary  savings  would  result  from  completion  of  HB  188  projects.  Now,  the  1999  legislature  is  being  asked  to 
authorize  the  creation  of  a  new  30-person  operational  bureau  for  the  on-going  operation  and  maintenance  of  the  legacy 
systems  developed  under  MT  PRRIME.  In  addition,  the  legislature  is  being  asked  to  approve  an  additional  $25.0  million 
in  bonding,  at  an  estimated  annual  cost  of  $3.1  million  in  debt  service  for  a  10-year  term. 

Therefore,  prior  to  authorizing  additional  bonding  for  information  technology,  the  1999  legislature  may  wish  to  ask  the 
executive  to  first  provide  justification  that  the  projects  approved  in  HB  188  will  in  fact  result  in  "a  $2.0  million  on-going 
annual  reduction  in  personal  services  expenditures." 
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